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Dusting Off Your 
F&I Program 
Could Make It A 
Very Good Year 


If your insurance 
company’s idea of 
complete coverage is to 
roll out one policy after 
another, it’s time for you 
to call in The Specialist, 
Univeral Underwriters 
Insurance Company. 

The Specialist knows 
that even though your 
insurance needs may be 
complicated, your 
insurance coverage 
doesn't have to be. We 
can underwrite the most 
comprehensive insurance 
for your dealership and 
package it all in one 
convenient 
policy — Unicover.® 


If you want more c 


You can easily add 
additional coverage 
under Unicover, without 
adding another policy. 
That's Unicover’s 
flexibility. And because 
we re Specialists in auto 
dealer protection, you're 
getting coverage 
designed specifically for 
your business. 

Unicover offers you 
other benefits too. With 
one policy, there’s only 
one monthly billing — at 
no interest charge. 

If you want integrity 
you can count on from 
your insurance company, 
then you want The 
Specialist. 


[Phone toll-free 


Sean 


om we, 
me 


ove 
not more policies 


call in The pecialist. 


INSURINe: 
woe ING 


800-821-7803 


Ask for Lynn Forde. Or write for 
more information about Auto Dealer 
Protection from The Specialist. 


Name & Title ___—>-—- ane 


Dealership 


Address A et TS TS 
City 


State Zip 


A Member Company of the 
Lynn Insurance Group 
Lynn, President 


E.M 
5115 Oak Street, Kansas City, MO 64112 AE | 
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Clean air. We all want it, but what 
price must we pay for it? 

That’s the question Congress 
must answer this fall as it consid- 
ers revisions to the Clean Air Act. 
In 1979 alone, air pollution con- 
trols cost more than $22 billion. By 
1988, the cumulative cost—not 
counting inflation—will be about 
$300 billion. If we’re going to 
spend this much on regulations to 
clean up our air, we’d better make 
sure the rules are efficient and 
fair. 

Congress must reexamine sec- 
tions of the Act relating to the mo- 
tor vehicle industry to make sure 
the costs of control are balanced by 
results. New car and truck dealers 
have been hit hard by a slowing 
economy and high interest rates. 
We want clean air, but it cannot 
come at the price of our businesses, 
our livelihood. 

Which sections of the Act affect- 
ing dealers should be retained and 
which should be changed? 

The 1980 emissions standards 
for carbon monoxide and oxides of 
nitrogen should be retained. The 
7.0 grams-per-mile standard for 
carbon monoxide and the 2.0 
grams-per-mile standard for ox- 
ides of nitrogen are slated to 
tighten this year to 3.4 gpm and 
1.0 gpm, respectively. This change 
could add as much as $300 to the 
price of a new car. 

Statistics show that we’ve made 
great gains in cleaning up our 
air. From 1972 to 1979, carbon 
monoxide levels fell 36 percent in 
central cities. And aside from Cali- 
fornia, only Denver and Chicago 
exceed the standards for oxides of 
nitrogen. 


As a result of these statistics, 
the National Academy of Sciences 
has suggested that the CO and 
NOx standards for 1981 and 
beyond be reassessed. And the Na- 
tional Commission on Air Quality 
has advocated that the final CO 
automobile standard be 7.0 gpm. 

From a monetary standpoint, 
tougher standards mean costly re- 
tooling for auto manufacturers. 
The higher costs of production will 
be passed on to consumers in the 
form of higher vehicle prices. For 
dealers, this means a further hin- 
drance to new car sales. General 
Motors estimates that retention of 
the 1980 7.0 gpm CO standard 
would save between $30 and $60 
per car. Retention of the 2.0 NOx 
standard would save between 
$165 and $300 per car. 

Dealers and manufacturers are 
at a critical point. Recovery from 
the economic ups and downs of 
1980 is slow. Now is not the time to 
cause further damage to the indus- 
try and its dealers by introducing 
unnecessary and expensive regu- 
lations. 

Congress must also _ find 
answers to the serious problems 
posed by the Act’s high altitude 
emission requirements. Dealers 
simply cannot face another situa- 
tion like 1977, when only cars cer- 
tified for high altitude use by the 
Environmental Protection Agency 
(EPA) could be sold in the 166 
high-altitude counties in the na- 
tion. Dealers in these areas were 
unable to obtain many models, 
and those cars they did get were 
more expensive, less fuel-efficient, 
and harder to maintain than their 
low-altitude counterparts. 


The Act’s national car approach, 
which will require all 1984 light- 
duty vehicles to meet high-alti- 
tude standards regardless of 
where they are sold, is an effective 
way of handling the problem. 
However, this approach is current- 
ly under fire from the Reagan ad- 
ministration, the National Com- 
mission on Air Quality, and auto 
manufacturers. 

If Congress repeals the national 
car approach, some other guaran- 
tee of model availability for high 
altitude dealers must be included 
or those dealers will face economic 
calamity. 

California dealers are similarly 
penalized by state clean air regula- 
tions that do not conform to federal 
standards and often result in re- 
duced model availability from 
manufacturers. California deal- 
ers, in turn, suffer economic hard- 
ship similar to that faced by their 
colleagues in high-altitude coun- 
ties. 

Even though the EPA has 
agreed that dealers are not liable 
for emission system failures on 
new cars, Congress should still de- 
lete from the Act provisions re- 
quiring dealers to certify emission 
systems by visual inspection and 
vehicle testing. Such a require- 
ment in the Act makes the dealer a 
manufacturer in many respects, 
although he has no control over 
the manufacturing process. A vis- 
ual inspection can in no way as- 
sure that emission control devices 
have been properly installed or 
will perform correctly. And indi- 
vidually testing vehicles would 
place a large—and unnecessary 
—burden on dealers. 

(Continued on page 50) 
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xtraordinary guaran- 
tee. Three Ford and Lin- 
coln-Mercury dealers in 
Chattanooga,TN, became the first 
dealers in the country to offer a 
lifetime warranty on Ford Motor 
Co. parts. 

Marshal Mize Ford, Mountain 
View Ford, and Lawrence-Doster 
Motor Co. are guaranteeing virtu- 
ally all dealer-installed parts and 
components which fail during nor- 
mal use. The warranty covers 
parts and labor for cooling and 
electrical systems, engine, trans- 
mission, powertrain, steering, and 
suspension components, and acces- 
sories. Coverage does not include 
routine maintenance parts such as 
spark plugs, ignition points, and 
wiper blades. 

“These dealers are offering this 
program to demonstrate their con- 
fidence in the ability of their own 
service shops,” says Glenn Shock- 
ley, Ford’s Atlanta district manag- 
er for parts and service. 
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GM introduces TOUCH. Gen- 
eral Motors Service Research has 
awarded an exclusive two-year 
contract to Balance Computer 
Corp., Hunt Valley, MD, to 
market and service TOUCH, a 
computerized aid for helping cus- 
tomers communicate their service 
problems to dealers. 

The TOUCH system (Touch Op- 
erated Universal Communication 
Helper) uses a series of pictures 
and questions displayed on a video 
screen to help the customer more 
accurately describe what is wrong 
with his car when he brings it in 
for repairs. “The computer, in ef- 
fect, asks the customer to ‘touch it 
where it hurts,’ ” says James 
Clare, executive vice-president of 
Balance. “Depending on where the 
customer touches the car, the com- 
puter then displays more detailed 
pictures and continues to track the 


Executive Notes 


source of the problem.” In the com- 
puter’s memory is the entire GM 
diagnostic manual. 

The dialogue between customer 
and computer is recorded and rep- 
roduced on paper at the end of the 
questioning. One copy goes to the 
customer, the other to the service 
technician. The print-out de- 
scribes the automobile’s malfunc- 
tion and suggests possible reme- 
dies. 

“This system will help the ser- 
vice writer handle more traffic and 
also help the technicians back in 
the shop better understand the 
customer’s problem,” Clare says. 
“Everyone involved will have a 
clearer understanding on what 
needs to be done.” 

Balance plans to begin market- 
ing the TOUCH system to GM 
dealers in December. 
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BMW reaches _ milestone. 
BMW recently produced its one- 
millionth 3-Series automobile at 
its Munich, West Germany plant. 
This is the first time in its 52-year 
history that BMW has reached the 
million mark for a single automo- 
bile. 

Since its founding in 1929, 
BMW has produced more than 3.5 
million cars, half of that number 
since 1975. Since its introduction 
in 1977, the 320i has accounted for 
two-thirds of all of BMW’s auto 
sales in the United States, some 
90,000 units in all. 


kkk 


MVMA seeks emissions roll- 
back. The Motor Vehicle Manu- 
facturers Association (MVMA) 
has asked Congress to ease two au- 
to emission control standards to 
last year’s levels. 

“Returning to last year’s levels 
will not affect the long-range goals 
of auto emission control set in the 


Clean Air Act,” says V. J. Adduci, 
president of MVMA. 

The two standards that manu- 
facturers want eased are those for 
carbon monoxide and nitrogen ox- 
ides. Both emissions have been 
significantly reduced in passenger 
cars and light trucks since manu- 
facturers began building emission 
controls into exhaust systems in 
1963 (1961 in California). 

The 1981 standard for carbon 
monoxide emissions from pass- 
enger cars is 3.4 grams per mile, a 
96 percent reduction from the un- 
controlled levels of the early ’60s. 
MVMaA is requesting the standard 
be returned to the 1980 level of 7 
grams per mile, a 92 percent re- 
duction. For oxides of nitrogen, the 
1981 standard is 1 gram per mile, 
a 76 percent reduction. In 1980, 
the standard was 2 grams per 
mile, a reduction of 51 percent. 

Easing of the standards is part 
of 17 changes in the Clean Air Act 
recommended by MVMA, the 
trade association of U.S. car and 
truck makers. 
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Computer financing avail- 
able. Reynolds & Reynolds Co., a 
supplier of computer systems and 
business forms to auto dealers, has 
formed a subsidiary corporation to 
finance its customers’ purchases of 
computers, related hardware, and 
software. 

Called Reyna Financial Corp., 
the firm is a wholly owned subsi- 
diary of Reynolds & Reynolds, 
Dayton, OH. E. F. Strasser, chief 
executive officer of Reynolds & 
Reynolds, says the new subsidiary 
will simplify financing arrange- 
ments for Reynolds’ dealer custo- 
mers. In many cases, financing 
may be more readily available 
through Reyna than other sources 
because of Reynolds’ direct knowl- 
edge of dealers’ credit history. A® 
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Adds Profit Dollars 
To Each 
New Car Sale. 


That’s Right! Hundreds of New Car Dealers 
are reaping sizeable additional profit dollars 
from a “TekTor Program in their Dealership. 


“TekIor is your consistent partner in profits 
and the experienced leader in sealant pro- 
ducts and programs for Dealer Application. 
We have individually tailored sales programs 
that will work for you, and a complete line of 
warranted car care products that keep your 
bottom line profits growing. 


You, the Dealer, control all the advantages of 
a “TekIor Center in your Dealership. NO 
FRANCHISE FEES. NO SNAGS. NO ADDI- 
TIONAL FACILITIES OR OVERHEAD 
REQUIRED. A service bay conversion to a 
“TekIor Center becomes the single most pro- 
fitable space in your Dealership. And we train 
your people to do all the labor professionally. 


Some distributors in key markets offer full 
installation services as well as state of the art 
equipment for large volume dealership 
accounts. 


‘TekIor works “smarter” for the continued 
success of our family of Dealerships, and we 
invite you to call us today toll-free for all the 
facts. We offer realistic solutions that work 
when you need them. 


Catalogs and samples available on written 
request. 


PS...‘TekTor Needs People! 


We need General Agents, Credit Life and 
Service Contract Sales Representatives who 
already have experience in working Dealer- 
ship accounts, and could represent “TekTor 

in several major cities and selected growth 
areas. ‘TekTor already employs many success- 
ful industry reps who work with us, enjoying 
excellent training programs, incentives and 
secure career benefits. 


Each passing month continues to be our best 
yet! This should indicate the acceptance of 
“Teklor products and programs nationally. 
And we need you, the talented professional, 
right now! We want people who would estab- 
lish a committment to success and share in 
our fantastic growth opportunities. Distribu- 
tors and Key Dealerships also being sought. 


Call Dave Searcy today. Or send us your 


requirements and ask us about your advant- 
ages with “TekTor. 


Pickups to tractors, 
GMAC finances them all. 


More and more drivers are turning to trucks for pleasure 
as well as work. Pickups, vans, 4x4s and campers are being 
used everywhere as every day transportation. And medium 
to heavy-duty trucks are constantly in demand to keep 
America's commerce moving. 

Your GMAC truck financing plans can be a big help in 
turning truck shoppers into truck buyers. The same way we 
help you sell cars. 

We have truck financing specialists ready to give you fast 
service with a consistent purchase policy. So you can offer 
the best possible financing to all of your truck-buying 
customers. With flexible plans. And considerate customer 
treatment. Whether they're individuals, fleets or major 
corporations. 

After all, you're a GM Dealer. And you can do it all. 


FINANCING 


Complete Dealer 
Financing Services 


NADA 
SERVICES CORP. 
BOARD OF DIRECTORS 


Wendell H. Miller, Binghamton, NY 


George W. Lyles, High Point, NC 
Marvin D. Hartwig, Iowa City, LA 


William C. Turnbull, Huntington, WV 


George S. Irvin, Denver, CO 


Leslie M. Emerson, Lewiston, ME 


Bertrand A. Feiber, Bogalusa, LA 
James P. Jennings, Chicago, IL 


Denzil W. Rose, Hilo, HI 
Gordon T. Egan, Stockton, CA 


Frank E. McCarthy, McLean, VA 


It’ Time To Get 
Out Of The Corner 


Dealers are discovering 

how F&I programs can 
be used to fight “sticker shock 
syndrome” and shore up sag- 
ging profits. 
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Computer Crime: 
A Program For Protection 


1 As easy-to-use, low-cost 2() An up-to-date look at 

progress in the develop- 
ment of the electric vehicle re- 
veals the industry is still sur- F&I department and im- 
rounded by “maybe’s.” 


computers proliferate, 
dealers will need to take cer- 
tain precautions to protect 
their businesses from fraud. 
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n July 8, NADA President Wendell 

Miller testified on the Clean Air Act be- 

fore the Senate Committee on Environ- 
ment and Public Works. The session was one in a ser- 
ies of oversight hearings that have been held by the 
Committee on that subject. 

From the outset, Miller emphasized that while the 
Act has proven to be a successful mechanism for im- 
proving the air quality of our nation, the past several 
years have provided an invaluable insight into those 
provisions of the Act which are working well and 
those which are in need of repair. The real-world ex- 
perience gained over that period of time, said Miller, 
should now be used to correct those provisions of the 
Act that are not functioning properly. 

President Miller voiced NADA’s support for the 
changes in the emissions requirements for carbon 
monoxide and oxides of nitrogen proposed by the Mo- 
tor Vehicle Manufacturers Association. Said Miller, 
“Retaining the 1980 standards of 7.0 gpm for CO and 
2.0 gpm for NOx will provide the air quality improve- 
ments desired, and will, at the same time, furnish 
consumers with significant cost savings.” 

Miller also brought three issues to the Committee’s 
attention which are more specifically dealer related: 
high-altitude emissions requirements, dealer certifi- 
cation, and provisions governing tampering. 

Miller reviewed for the Committee the model 
availability, cost, and performance problems dealers 
in high-altitude areas experienced under the 1977 
high-altitude emission standards before those regu- 
lations were suspended. 

He noted that dealers in those areas simply cannot 
and should not experience another situation even re- 
motely similar, and he made it clear that any amend- 
ments to the requirements should guarantee, to the 
extent possible, model availability for high-altitude 
dealers. 

Under current law, EPA has promulgated interim 
high-altitude regulations for the ‘82 and ‘83 model 
years. For model years ‘84 and beyond, the law calls 
for the production of a “national car”—a car that will 
self-adjust at all altitudes. 

Miller next urged the Committee to repeal the 


Act’s dealer certification provision in its entirety. 
Under this provision, the dealer is required to furnish 
a certificate stating that the vehicle being sold comp- 
lies with all applicable emissions standards. Miller 
noted that “as a practical matter, the dealer is only a 
small business retailer who sells the automobile 
manufacturer’s finished product. It is the manufac- 
turer who has the expertise, the capital, and the re- 
sponsibility to assure that the emission control sys- 
tem works as it is supposed to work.” Summarizing 
the issue for the Committee, Miller asserted that 
dealer certification is a meaningless exercise and an 
unnecessary cost burden on dealers as small busi- 
nessmen. 

Miller also suggested to the Committee three 
changes to the Clean Air Act’s anti-tampering provi- 
sions. First, he said, the definition of tampering 
should be rewritten to emphasize that only those who 
“knowingly” render the emission system inoperable 
would be quity of tampering. Second, he insisted that 
franchised dealers should be penalized no more se- 
verely for post-sale tampering than other firms in the 
automotive industry. And, third, he suggested that 
the post-sale tampering provision should be applied 
to private individuals as well. 

NADA, in addition to its involvement in the issues 
raised by Miller, will also be working with the Cali- 
fornia Dealers Association in trying to restructure 
the California waiver provision. 

As of this writing, no hearings have been held on 
specific Clean Air Act legislation. When comprehen- 
sive legislation is introduced, NADA will inform you 
as to the contents and progress of such legislation. 


Usury Preemption Update 


On July 9, NADA President Wendell Miller again 
appeared before Congress, this time in support of a 
federal preemption of state usury laws. Testifying be- 
fore the Senate Subcommittee on Financial Institu- 
tions, Miller endorsed S. 1406, a bill introduced by 
Senator Richard Lugar (R-Indiana), which would 
preempt state usury laws on consumer credit. 

S. 1406 has been referred to the Senate Banking 
Committee, and NADA is hoping for action on the bill 
following the August recess. 

A similar bill, H.R. 2501, has been introduced by 
Congressman John LaFalce (D-New York) in the 
House. FE 


This column is prepared exclusively for automotive executive by the Legislative Division of the National Automobile Dealers Association. All comments or ques- 
tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Oakleaf was the first to design a computer for 
automotive dealers. Over four thousand of you dealers 
compared us with what was available ...and went 
with Oakleaf. Nearly all of you are still dealing. 


Now there is the new Oakleaf MP-16 Automotive 
Dealership Computer System. The new State of the Art. 
Faster...with a huge memory...designed to give 

you more up time. To simplify your life while you 
make more profits. 


Now Oakleaf is much more than just a great F&l 


computer. There is something for everyone in your 
dealership. Dealer. Sales Manager. Salesman. 
Secretary. And we have made F&l more 
profitable than ever. 
THE #1 F&I COMPUTER IS NOW EVEN STRONGER 
Prospecting & Follow-up Get floor traffic moving 
again 

a i Inventory New/Used Now you can really manage 


your inventory 

Credit Bureau Checking Faster, easier and less 

expensive 

F&I Great selling tool that also types your paperwork 

Leasing Everything you need, including instant 

profit analysis 

Word Processing The productivity tool of the 

eighties 

Sales Reports Manage sales with up-to-the-minute 

information 

F&l Reports Up-to-date information to manage the 

back end 

Get Ready R.O. Automatically type the R.O. for the 

get-ready department 

For more information or the telephone number of your 

local Oakleaf representative, call Barbara Jennings, 
National Marketing Department, (800) 423-3681 

or in California, (213) 989-5989 collect. 


Or send 
this coupon today. 


14600 Titus Street oe 
rw Panorama City, CA 91402 


Oakleaf & Associates Inc 
Your name 


Institution 


Address 


City 


YP ne Telephone ( ) 


wets. 


IT’S TIME! 
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TO GET 
THE CORNER! 


Not only can the finance and insurance department open doors to 
sorely needed profits, it can also be a potent weapon in the 
psychological warfare dealers are waging against “sticker shock 
syndrome” and “interest intimidation.” 


by Sam E. Polson 


Editor’s Note: At first glance, 
the following article may look like 
a lot of material to wade through. 
This story is unusually long by 
AE’s standards, but it appears 
here in full length for a reason: it 
presents valuable information and 
insight on a subject no dealer can 
afford to ignore. 


hey used to think of him as 
just the guy over in the cor- 
ner. 


In some dealerships, he was 
called the F&I man or the finance 
manager. In other stores, he was 
known as the business manager. 
Under their breath, salesmen 
called him a lot of other names. 

About the only time he got into 
the game was after a salesman had 
virtually tied up the deal. Then— if 
the salesman deemed it advisable 
and the customer didn’t protest 
too much—the guy in the corner 
got his shot. He’d get the oppor- 


tunity to talk to the new buyer 
about the dealership’s financing 
arrangements. 

If the pitch went smoothly, he 
might squeeze in a mention of cred- 
it life insurance, accident and 
health insurance, and collision and 
comprehensive coverage. Maybe 
he’d even try to sell the customer 
on the benefits of a service contract 
or rustproofing. 

Meanwhile, there was the sales- 
man, hovering nervously in the vi- 
cinity and fervently hoping the guy 
in the corner wouldn’t push too 
hard and blow the whole deal. 

That’s what F&I meant in many 
dealerships. In too many dealer- 
ships. 

Although this scenario is still 
quite common, the lean economy 
has induced many dealers to 
change their F&I philosophies. 
They’ re finding out that, used cor- 
rectly, a finance and insurance 
operation can be an effective tool 


to help shore up sagging profits 
and even— much to the surprise of 
a lot of salesmen—help clinch a 
deal. 

In short, dealers are beginning 
to get the message that it’s high 
time they get F&I out of the corner. 

Why this shift in thinking? And 
how can F&I help dealers tough 
out these tough times? To answer 
these questions, you first must un- 
derstand the two boogeymen that 
are keeping prospects out of the 
showroom or scaring them away 
once they get there. As everybody 
in the business knows, these indus- 
try enemies are high car prices and 
high interest rates. 

Though there’s no doubt that 
“sticker shock’’ has affected sales, 
market researchers are saying the 
problem is more psychological 
than economic. Would-be car 
buyers perceive that new model 
prices are out of their range, the ex- 
perts say, and they perceive that in- 
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terest rates on auto loans are high- 
er than they actually are. In addi- 
tion, many potential buyers fear 
auto loans are unattainable be- 
cause of the tight credit they’ve 
been hearing about via the news 
media. 

While it won’t be an easy task, 
dealers need to get the word across 
to consumers that what they im- 
agine to be the case isn’t neces- 
sarily true. And that’s where an 
adroitly handled F&I message can 
be a big boost. Some observers feel 
this message could serve as the 
basis for an advertising campaign 
aimed at stimulating floor traffic. 

A.J. “Al’’ Felton, vice-president 
for dealer relations at General Mo- 
tors Acceptance Corp., has some 
suggestions about how dealers can 
combat the effects of “sticker shock 
syndrome.’’ 

“T think that when you consider 


the customer’s ability to pay.’’ 

While some consultants still 
maintain that all discussion of 
money matters is best handled by 
finance and insurance specialists, 
Felton believes the majority of 
salespeople are capable of doing 
the job on at least a rudimentary 
level. 

“Many salesmen are so accus- 
tomed to offering ‘the best deal in 
town’—meaning, of course, low 
price—that they’ve become very 
facile at talking prices,’’ the 
GMAC vice-president contends. 
“It would be very easy for them to 
take that one extra step and 
quickly translate the total price 
into a ballpark monthly figure 
that’s not too far off.’ 

Naturally, he adds, it would be 
preferable for the estimated pay- 
ment figure to err a little on the 
high side instead of the low. This 


and some of our medium-sized 
stores who have been well trained 
by us or whomever... are now 
respected as good closers, and the 
salespeople seek them out to assist 
in closing deals,’ Larkin says- 
“Not only do they help the sales- 
people close their deals, but many 
times they can increase the gross 
on a deal or solidify an after-the- 
sale purchase on which salesmen 
will earn a commission.”’ 

In short, the consensus among fi- 
nance and insurance authorities is 
that dealership sales and F&I peo- 
ple can and must work together to 
take the sting out of a customer’s 
“sticker shock.’’ 

Now, what about that other boo- 
geyman market analysts say 1s 
striking fear into the hearts of 
would-be car buyers? The phenom- 
enon, which some have labeled “in- 
terest intimidation,’’ manifests it- 


Cees 


“The consensus among finance 
and insurance experts is that 
dealership sales and F&I 
people can and must work together 


to take the sting out 


of a customer’s ‘sticker shock.’ ” 


the hassle dealers are having today 
with the prices of their cars, 
they’ve got to get the emphasis off 
the total price and onto monthly 
payments,’ he says. “After all, 
that’s the way this industry grew in 
the first place, isn’t it?’’ 

Although the final computation 
and quotation of payments should 
be left up to the professional F&I 
person, Felton says the sales staff 
can play an important role in 
relieving customers’ apprehensions 
about cost. Felton thinks salespeo- 
ple should actually be trained to 
discuss pricing and payments with 
the customer and to introduce the 
subject early in the sales presenta- 
tion. 

“The prospect should be quickly 
informed that financing is no prob- 
lem,’’ he says. “He should also be 
told that the transaction can be fi- 
nanced for so many months and 
that payments can be tailored to 


provides the F&I manager with a 
bit of a cushion to absorb any addi- 
tional costs created by financing 
and other after-the-sale items he 
may add later. 

Is it realistic for dealers to ex- 
pect their sales and F&I forces to 
support and supplement each other 
this way? After all, many dealers 
have a hard enough time just get- 
ting their salesmen to turn the 
customer over to the F&I depart- 
ment after a sale is made. These 
dealers often regard salesman and 
F&I personnel as adversaries who 
weren’t meant to work together, 

“That’s antiquated thinking,”’ 
says Leo C. Larkin, vice-president 
of insurance operations for Ford 
Motor Credit Co., an organization 
that assists nearly 3,000 Ford and 
Lincoln-Mercury dealer clients 
with their finance and insurance 
programs. 

“The F&I people in our larger 
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self in the belief that auto loan 
money is as scarce as duck den- 
tures and, even if a loan can be 
found, the sheer magnitude of the 
interest rate will surely double the 
price of a car. 

Leo Larkin at Ford Insurance 
puts the situation into perspective 
this way: “Our dealers tell us that 
every time the prime rate goes UP; 
floor traffic goes down. And when 
the prime drops, traffic goes back 
up again. It’s the damndest baro- 
meter you’ve ever seen, but that’s 
the way it is. It just seems to be em- 
bedded in the mind of the public 
that way. 

“What happens is that a cus- 
tomer looks at the market and sees 
the prime is at, perhaps, 20.5 per- 
cent, so he naturally figures his cat 
loan is going to cost a lot more 
than that. What he doesn’t realize 
is that dealers loan money, i? 

(Continued on page 3 
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“The more gas costs 
want Cruise-Master. 


eins Sok a Spat 


the more customers 


e’re ordering K35 on 


50% more cars this year than last.” 


R. E. Korte, Jr., Ray K 


Hagley in this wide-open country puta 
se miles on their cars just 1n everyday 
riving,” Chevrolet dealer R. E. Korte 

: ap emphatically. “Cruise Control 
elps them keep speeds down to legal, 
gas-saving levels. The resume feature 
PRIN ik this year also has made 
y cruise more popular.” 

_ AC Cruise Control is 
Specifically engineered for 


fy 


orte Chevrolet. Scottsdale, Arizona 


the GM car or truck on which it is factory 
installed. It helps sell in-stock cars 
because of its popularity and the fact that 
it can add to the resale value of the 
vehicle, as shown in the N.A.D.A. Used 
Car Guide, Red Book and Kelley Blue 
Book. Order K35 on all your full-size, 
intermediate and compact 
models for stock and set the 
pace inprofitable option sales! 


AC Spark Plug Division, General Motors Corporation 


1300 North Dort Highway, 


Flint, Michigan 48556 


BCONOMIC 


at he term “prime rate” is us- 
ually misunderstood. 
Many consumers think they have 
to pay “prime” to finance a new car 
or truck. Dealers who pay floor 
plan and other business loans 
based on “prime” watch interest 
rates climb while inflation drops 
and ask “why?” Many people are 
currently questioning how the 
“prime rate” is computed. Webs- 
ter’s “New Collegiate Dictionary” 
defines the “prime rate” as: 

“An interest rate at which pre- 

ferred customers can borrow 

from banks and which is the 
lowest commercial interest rate 
available at a particular time.” 

(Emphasis added) 

Until recently, the news media 
and others have served to rein- 
force this definition. Last year, 
however, much press was made of 
a government survey’ which 
showed that more than 60 percent 
of the commercial loans granted 
by large commercial banks in New 
York during May of 1980 were be- 
low the publicly announced prime 
rate. Clearly, such evidence is in- 
consistent with the definition pro- 
vided by Webster’s. 

In an attempt to clarify this dis- 
crepancy, Congressman Fernand 
J. St. Germain (D-RI), chairman of 
the House Banking, Finance and 
Urban Affairs Committee, wrote 
the chief executive officers of the 
nation’s 10 largest banks on Feb- 
ruary 12, 1981, asking a series of 
questions about prime rate lend- 
ing practices. Among the ques- 
tions were: “Does your bank use a 
bank lending rate which you call 
your ‘prime rate’ or an equivalent 
thereof? If so, exactly how is that 
rate defined? Is the rate stated 
publicly?” 


Presented below is a summary of 
the prime rate definitions pro- 
vided by six of the respondents. 
The definitions provided by the 
other four respondents were near- 
ly the same as these. 

@ Bank of America (San Fran- 
cisco, CA): “According to our loan 
agreements, the prime rate means 
Bank of America’s ‘prime rate for 
90-day loans for substantial com- 
mercial borrowers as from time to 
time in effect.’ ” 

® Citibank (New York, NY): 
“,.Citibank does not use the 
term ‘prime rate.’ Instead, we refer 
to our ‘Base Rate’ which is defined 
in our loan documentation as fol- 
lows: “The rate of interest an- 
nounced publicly by Citibank, 
N.A. in New York, N.Y., from time 
to time as Citibank’s base rate.’ ” 

@ Morgan Guaranty’ Trust 
(New York, NY): “The ‘Bank’s 
Prime Rate’ shall mean the rate of 
interest publicly announced by the 
Bank in New York City from time 
to time as its Prime Rate.” 

e Bankers Trust Company 
(New York, NY): “As the term has 
been used conventionally in the 
marketplace, the Prime Lending 
Rate relates to many working cap- 
ital borrowings by creditworthy 
commercial and industrial enter- 
prises for maturities of approxi- 
mately 90 days.” 

e@ First National Bank of Chica- 
go (Chicago, IL): “The First Na- 
tional Bank of Chicago (FNBC) 
does not use the term ‘prime rate.’ 
FNBC has for several years used 
the term Corporate Base Rate 
(CBR) as a guideline and reference 
point in pricing certain credits. In 
our loan documentation, the term 

CBR is defined as that rate which 
we announce from time to time. 


OQUILOOLL 


Changes in the CBR are publicly 
announced.” 

@ Security Pacific National 
Bank (Los Angeles, CA): “In this 
context then, the ‘prime rate’ 
would better be described as the 
rate offered to the broadest range 
of the most creditworthy business 
customers for the widest range of 
business needs and for which the 
source of money is the most widely 
available and least expensive pool 
of funds at the time . . . Since most 
commentators dislike complexi- 
ties and where at all possible will 
choose more simple descriptions, I 
don’t think this definition will 
catch on. But there are no truly 
simple answers to complex ques- 
tions.” 

The definitions provided don’t 
help clear up the ambiguities that 
surround the term “prime rate.” 
The implications of this vagueness 
to dealers are quite serious. At any 
given point in time, America’s 
franchised new car and truck deal- 
ers have billions of dollars worth of 
loans outstanding with interest 
rates tied to the prime. When a one 
percentage point increase in the 
prime can increase the annual in- 
terest expenses of dealers by 
hundreds of millions of dollars, it 
becomes imperative that dealers 
understand the artificiality of the 
term “prime rate.” NADA’s Board 
of Directors specifically noted this 


point in its resolution of June 18, 
1981, which called for an in-depth 
study of lending practices affect- 
ing the dealer body. This study is 
currently in progress. The study’s 
results and conclusions will be 
presented to the administration 


and other germane governmental 
bodies. -E 


This column is prepared exclusively for automotive executive by the Economic Analysis Department of the National Automobile Dealers Association. All com- 
ments or questions pertaining to this column should be mailed to: Economic Outlook, automotive executive magazine, 8400 Westpark Dr., McLean, VA 


22102. 
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United Dealer Group can make you 


United Dealer Group is more 
than just another service 
contract company. Oh sure, we 
offer all the benefits the other 
companies do. We're fully 
insured and bonded to protect 
your money. The difference 
between United Dealer Group 


more money on the money you male 
on your service contracts. A kt more 


and your present company is 
that we'll make you money on 
your money. You'll want to talk 
to us. Contact United Dealer 
Group for your local repre- 
sentative. Call our toll-free 
number 800-538-3994. In 
California call (408) 248-3710. 
UNITED DEALER GROUP 


3031 Tisch Way, Suite 800, San Jose, CA 95128 
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Any dealership that uses a computer to pay bills, issue payroll checks, perform 

accounting, or inventory parts is vulnerable to fraud. Dealers cannot afford to 

be neglectful when it comes to computer security. Whether you have a complete 

in-house system or an on-line terminal, there are some precautions you need to 
take to help protect your records, receipts, and resources from fraud. 


t’s 7 p.m. An assistant book- 
keeper in a small dealership 
is working late into the even- 
ing to help settle some outstand- 
ing accounts. On the pretext of 
needing additional invoice data, 
the bookkeeper enters the office of 
the dealer, where he finds the 
firm’s master record-keeping sys- 
tem—a $6,000 micro-computer 
purchased at a local electronics 
store. 
Having bought and studied a 


copy of the computer’s instruction 
manual, the bookkeeper has little 
trouble programming a personal 
entry code into the machine’s elec- 
tronic memory. Three minutes lat- 
er he’s back at his desk, diligently 
working away. 

In the months that follow, the 
bookkeeper, sitting at home before 
his own low-cost computer termi- 
nal, dials up his company’s ma- 
chine via telephone and enters 
phony invoices in the names of bo- 
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gus suppliers. Checks are then au- 
tomatically generated by the sys- 
tem and mailed to a local post of- 
fice box. 

Although the bills only average 
between $100 and $200 each, they 
will cost the dealership many 
thousands of dollars until the 
fraud is detected. 

If it ever is. Responsibility for 
preventing this kind of abuse falls 
squarely upon the shoulders of 
management. Any dealer who 


“Service labor was about “4 an hour in 1953. 
Today it’s at least 6 times higher. That’s a 
big reason why we offer our customers GM's 
Continuous Protection Plan? 


“T actually believe we're doing our 
customers a disservice if we do 
not offer them the GM 
Continuous Protection Plan. 

“The average person today 
wouldn’t be without some kind of 
group medical plan...and they 
shouldn’t be without GM’s 
Continuous Protection Plan. It 
just makes good sense. They have 
an investment to protect. 

“The GM Plan not only protects 
the customer against unexpected 
repair bills, it protects him against 
inflation. 

“What's more, any dealer who 
takes a new car or truck customer 
and makes him a service and parts 
customer right from the word go 
is doing right by himself. Today, 
the Plan means additional sales 
gross. In the future, it’s additional 


service business. It’s that simple. 


fi i 


£ 


“We sell between 100 and 125 
new Chevys and Buicks a month, 
and average $10,000 to $15,000 
gross profit on the sale of the GM 
Continuous Protection Plan. 

“But still, the most important 
thing is that the Plan shields the 
customer from unexpected 
expense. I'll tell you right now, the 
happiest guy in the world is a guy 
with a major problem that’s 
covered by GM’s Continuous 
Protection Plan.” 

Shouldn’t you make sure that 
your customers are covered by the 
same extended service agreement 

..the GM Continuous Protection 
Plan. The smart dealers are. 


yy MAKES 
SENSE 


Martin Lustgarten 
President 

Martin Chevrolet-Buick 
Williamstown, NJ 


IT 


ALL” 


Continuous 
Protection 
Plan 
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pleads ignorance and leaves the 
responsibility for computer opera- 
tions to a subordinate, no matter 
how trusted, is a prime target for 
electronic chicanery. 

As easy-to-use, low-cost compu- 
ters proliferate, the number of re- 
lated crimes is expected to in- 
crease. As reported in the April 20 
issue of Business Week, only 1,500 
personal computers were sold in 
the United States prior to 1975. In 
ternational Data Corp. now esti- 
mates close to 500,000 are in use, 
and that figure will probably sky- 
rocket to three million by 1985. 

Estimates of losses due to com- 
puter crime range anywhere from 
$100 million to $3 billion annual- 
ly. This number is expected to 
grow substantially, not through 
major thefts, but by a rapid in- 
crease in the incidence of small- 
time fraud. Still, regular losses of 
$100 or $1,000 can be just as dev- 
astating to a small business as a 
multi-million-dollar | embezzle- 
ment is to a major national corpo- 
falivii 

Clearly, the need for firm and ef- 
fective controls exists wherever a 
computer is present. The type and 
level of sophistication of these con- 
trols will depend on the size and 
complexity of the system involved 
and the functions it has been de- 
signed to perform. 


Physical Security 


Physical security is one of the 
simplest and most effective deter- 
rents to electronic crime for deal- 
erships employing micro-com- 
puter systems, It is also one of the 
most overrated and useless barri- 
ers to fraud in larger main-frame 
operations. 

If a dealer utilizes a micro-sys- 
tem, the kind that can be pur- 
chased in most computer shops for 
less than $10,000, then physical 
access should be restricted to those 
directly responsible for its opera- 
tion. When not in use, the com- 
puter should be locked away in a 
secure location. 

Direct physical assults on com- 
pany computers are not unheard 
of, and while a two-inch steel door 
and electronic deadbolt may do lit- 
tle to prevent subtle tampering 
with internal programs, they can 
be quite effective against a dis- 
gruntled employee with a tire 
iron. 


) 
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(Continued on page 44) 


i6 AUTOMOTIVE EXECUTIVE, SEPTEMBER, 1981 


Western Diversified 
Proudly Presents 


The two hours that you spend at a 
Western Diversified /Joe Gandolfo 
seminar are two of the most 
valuable hours that you could 
possibly Invest in your business. 


Joe Gandolfo is not only a very 
knowledgeable, well-spoken man on 
tax shelters and estate planning, but 

he will help you to better under- 
stand and organize your financial 
affairs down to the smallest detail. 


Western Diversified is proud to pre- 
sent him In the following seminars: 


Grand Rapids, Michigan October 28, 1981 
Milwaukee, Wisconsin November 11, 1981 
Denver, Colorado Soon to be Announced 
Atlanta, Georgia Soon tobe Announced 
For more details call Lloyd Gearhart, Vice 
President of Marketing at 312-272-8300 


or outside Illinois call Toll-Free 
800-323-5771. 


Joe Gandolfo. 


WESTERN DIVERSIFIED 


Western Diversified Life Insurance Company 
P.O. Box 3017 
Northbrook, Illinois 60062 
(312) 272-8300 
Outside Illinois Call Toll-Free 800-323-5771 


MONEY 


SENSE 


nvestors looking for stock 
| market information, analy- 

sis and recommendations to 
complement what they get from 
their brokers may turn to “market 
letters.” These are newsletters 
that help distill the vast quanti- 
ties of financial information that 
can overwhelm investors. 

Distributed by brokerage firms 
or independent market analysts, 
market letters may be published 
weekly, every other week, or 
monthly, and subscriptions may 
be free, or may cost more than 
$300 a year and may be tax-de- 
ductible. The Securities and Ex- 
change Commission (SEC) esti- 
mates that, of the 5,500 registered 
investment advisors, perhaps 
1,000 publish market letters, and 
more than a quarter of a million 
individuals subscribe to them. 

Although all market letters of- 
fer projections on the general di- 
rection of stock prices and fre- 
quently make buy/sell recommen- 
dations on various securities, they 
vary widely in format and opini- 
ons—and, of course, those opinions 
may prove wrong. 

Subscribing to a market letter 
can’t guarantee investment suc- 
cess, but if you pick a good letter 
that is right for you, it can be a use- 
ful tool. If you are a beginner, a let- 
ter can guide you as you learn; if 
you are a seasoned investor, a let- 
ter can provide you with new, 
more sophisticated ideas and 
strategies. 

Whether your interest is in 
stocks, bonds, options, mutual 
funds, gold, or whatever, there’s 
bound to be a letter that covers it. 
Finding an appropriate one just 
takes a little homework. Here are 
some points to consider when you 
compare market letters. 

@ What is the letter’s focus and 
philosophy? Each market letter 


has its own particular approach 
and philosophy. You want one that 
is consistent with yours. 

Some letters are very special- 
ized, focusing on _ particular 
market theories. These are per- 
haps most appropriate for inves- 
tors who understand and agree 
with those theories. 

Letters that are mainly con- 
cerned with the short-term out- 
look for the market and for select- 
ed stocks over the next one or two 
months, might be more approp- 
riate for traders and speculators 
than for investors with a long- 
term orientation. 

Some market letters base their 
forecasts on technical analysis, 
which plots projected market and 
stock price turns by studying trad- 
ing volume figures, past price 
highs and lows and similar data. 
Other letters rely on fundamental 
analysis, offering broad-based in- 
terpretations of economic, politi- 
cal and other factors that may af- 
fect the market and the earnings 
of particular companies. Still oth- 
er newsletters base their opinions 
on a combination of fundamental 
and technical analysis. 

As a general rule, the broad- 
based market letters with a funda- 
mental or technical orientation 
are better for the average investor 
than those filled with highly so- 
phisticated technical commen- 
tary. Obviously, you need to un- 
derstand the letter’s language and 
terminology if you want to inter- 
pret and apply its analysis. 

®@ Does the letter offer solid anal- 
ysis and advice? Avoid market let- 
ters that give vague advice and 
promise large profits with few 
facts to substantiate their claims. 
A good letter is usually backed by 


a highly regarded research staff 


and experienced market analysts. 
Also, market letter publishers 


who make securities recommenda- 
tions generally register with the 
SEC as investment advisors, and 
they must say if they buy and sell 
stocks that they write about. But 
the SEC currently does not require 
that publishers have any special 
credentials or qualifications. Look 
for market letters staffed by repu- 
table writers and economists, who 
are experienced in advising inves- 
tors and in attempting to forecast 
where the market is going and why. 

@ What is the market letter’s 
forecasting record? Obviously, no 
market forecaster will always be 
right, and the better letters ac- 
knowledge their mistakes as well 
as their correct calls. Some news- 
letters regularly publish a score- 
card of the accuracy of their pre- 
dictions. However, even if the 
newsletter does not publish such 
information regularly, you should 
find out how its recommendations 
and market analysis have per- 
formed before you subscribe. 

@ One last tip. No matter 
which market letter you choose, 
remember the letter only attempts 
to forecast individual company 
earnings and the next market cy- 
cle. It can provide information, 
point out trends and analyze situa- 
tions, but it cannot make your in- 
vestment decisions for you. Some 
observers believe that the collec- 
tive opinion of the market letters 
is a contrary indicator of the stock 
market’s direction; they contend 
that the market will be bullish 
when most letters are bearish, and 
bearish when most letters are bul- 
lish. 

In the final analysis, market let- 
ters can be useful if, and only if, 
you understand how to interpret 
and apply the information they 
provide. The responsibility for 
making the right market predic- 
tions is yours. Ai 


This column is prepared as an automotive exclusive for AE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Endorsed by 
Racing Champion 


Cale 
Yarborough 


_|“Used car profits “No holes drilled “Thermo-Guard 
way up... repeat rust proofing is products and mar- 
customers now cleaner, quicker keting programs 
request Thermo- and much more are the best in the 
Guard.” profitable for me.” industry.” 

DAVE WHITE DOIS E. ROSSNER CLINT McGHEE, President 
Dave White Chevrolet Poquosson Motors GO, Inc. 
Toledo, Ohio Hampton, Virginia Birmingham, Alabama 
Find out more 
about making more. 


Mail the coupon today 
or call us now! 


O USED CARS 
0 DEALER INFORMATION 
E MORE CARS... (°° 
Seen | NAME ___ lle a as 


TITLE 
COMPANY 
PHONE 
ADDRESS 


THERMO-GUARD’s comprehensive unique fogging process and the only | 
line of totally unique protective fully guaranteed and separate line 
products are unparalleled money- specially formulated for used cars. | 
makers! They greatly enhance the Your Customers will love the beauty, i 
value and profitability of every car longer life and safety that is fully 
in your showroom and on your used warranteed by THERMO-GUARD, | 

| 
| 
| 


; CITY, STATE & ZIP CODE 
car lot. 


All THERMO-GUARD products feature Quite simply, THERMO-GUARD 
superfast, no mess application that will help you close more deals, 
service departments love. THERMO- move more cars and make more 
GUARD offers you our famous “no- on every sale! 
holes-drilled” rustproofing with its 


MAIL TO: THERMO-GUARD INTL HDQTRS. 
5546 W. OAKLAND PK. BLVD. 
FORT LAUDERDALE, FL 33313 


THERMO-GUARD INTERNATIONAL HEADQUARTERS: | OR CALL (305) 735-4700 IN FLORIDA 
5546 W. Oakland Park Boulevard, Fort Lauderdale, FL 33313 @ 305-735-4700 @ 800-327-5120 TOLL FREE: (800) 327-5120 
IN CANADA: 1801 McGill College, Suite 1050, Montreal, Quebec H3A2N4 (514) 284-3110: EASTERN CANADA: 800-361-6265 WwW 


A Future For 


The Electric Vehicle? 


he word that might best 
describe the electric vehi- 
cle today is: “Maybe.” 
Maybe it will become a signifi- 
cant part of the motor vehicle in- 
dustry; maybe it will compete ef- 
fectively with the increasingly ef- 
ficient internal combustion vehi- 
cle; maybe the average cost will 
come down; maybe the consistency 
of production quality will improve; 
and, maybe battery technology 
will get to where everyone in the 
industry is hoping it will. Maybe, 
one day, a significant number of 
dealers will be able to make money 
with EV’s. Maybe. But not now, 
and not until at least 1985. 
Forget, for now, predictions 
you've heard as to the number of 
these “golf cart evolutions” you’ll 
be seeing in 1985 or 1990. A year 
ago, apparently still basking in 
the glow of General Motors’ new- 
found EV enthusiasm, the Depart- 
ment of Energy projected that 
400,000 electrics would be in use 


Ne 


” » 


by Ron Rogers 


GM’s breakthrough in battery technology is no weighty achievement. Its nickel-zine pack on 
the left equals the conventional lead-acid pack on the right in energy, but weighs less than half. 


in the U.S. by mid-decade, and 2.6 
million five years later. There’s a 
very good chance now neither will 


happen. 
In the opinion of many ob- 
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servers, General Motors itself is 
not at all certain what it will or 
can do with the EV. Some individ- 
uals in the company who are close 
to the subject seem to be very en- 
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Who's behind American Warranty’s 
Assured Profit Program? 
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“ ro ame me sii o ne ears a ea 
American Warranty promises Service Contract profit margins e United Equitable Corporation—with assets in excess 


that are the best in the business. of $80,000,000. 
American Warranty promises to provide insurance to American Warranty is part of United Equitable. Under their 
reimburse dealers at full retail on parts and labor. corporate umbrella, American Warranty administers your 
American Warranty promises to process i service contracts while other corporate 
claims within ten days.  __ ~~ American members provide the insurance. 
American Warranty Service Contracts | » \\ Warranty That's solid backing. The strongest 
promote customer loyalty to your service . \ Corporation you can get anywhere. 


department, providing increased year- What does it all mean for you? 
‘round profitable service business. / ‘N Profit—secure profit. 


But how do you know American Warranty NX : Vy \ You'll find out what thousands of 
will make good tomorrow on the promises Ne ie 4 | dealerships across America 
they make today? Stee} | have already learned: With 

Who's behind American The neat ‘N ; American Warranty behind you, 
Warranty? Papin fos ae you always come out ahead. 


The service contract business is a rapid-growth industry. American Warranty Corporation has territories open for qualified agents. 


American Warranty Corporation 9841 Airport Bivd., Los Angeles, CA 90045+800+421-5951 


thusiastic about prospects, and 
others, very pessimistic. Some 
seem to be worried about GM mar- 
keting a billion-dollar miscalcula- 
tion no one will want, and others 
fear passing up what could be a car- 
and-truck revolution and leaving 
it to the foreign competition. 

One thing seems reasonably 
clear: General Motors is no longer 
ruling out the possibility that it 
might, in the end, drop the major 
part of its EV effort. It could hap- 
pen. But right now, the party line 
is, “We're making progress,” 
though perhaps not as fast as some 
might have hoped. 

The overwhelming majority of 
electric test vehicles and limited 
production vehicles that Amer- 
ican firms have on the road today 
are running on lead-acid batteries, 
somewhat similar, at least, to the 
batteries we have in our internal 
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combustion machines. Many EVs, 
in fact, are powered by what are 
little more than golf-cart or fork 
lift batteries. 

The lead-acid has been, and is, 
getting more and more sophisti- 
cated. But it still is a very bulky 
and heavy power source, and it has 
a relatively poor energy-to-weight 
ratio. A large number of research 
and development men see its fu- 
ture as limited. 

General Motors seems to have 
tied much of its immediate EV fu- 
ture to the nickel-zinc battery. Go- 
ing by what the company has pub- 
licly admitted about its progress 
with respect to the battery’s devel- 
opment, GM may at this point 
have the finest battery of its type in 


the world, in the opinion of some 
experts in the field. 

But there is a long way to go. 
Says Ralph Corbin of GM’s Delco- 
Remy Division, “Everybody wants 
to demonstrate mid-’80s technol- 
ogy in 1981, and they’ve been 
wanting to for awhile. But the 
goals we’ve set for ’81 have to be 
realistic ones, and when we look at 
the situation a year from now, 
we'll analyze how far we’ve come 
and make some hard decisions. We 
still have things to work out with 
regard to range (how far the bat- 
tery can take the vehicle on a sin- 
gle charge), and cycle life (the 
number of deep discharges the bat- 
tery can withstand.).” 

Corbin says the cycle life and 
the range GM has achieved with 
the nickel-zinc would satisfy a 
“fair segment” of people who are 
interested in electrics as second or 


Bob Luther “sells” his customers by taking pains to explain just what his EVs are built to do. 
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Markups on electrics are good, but Auto East and other EV dealers still have to put piston cars on the front row. 


third cars—what he calls “margi- 
nal cars,” but he says the feeling is 
GM “absolutely has to satisfy a 
larger percentage.” 

GM wants to achieve a range of 
80 miles in stop-and-go driving, 
and more than 100 miles at a con- 
stant speed of 45 mph. The com- 
pany’s experimental Electrovet of 
several months back, a Chevette 
conversion that has since been su- 
perseded, could travel over 100 
miles, but it carried a lot of lead- 
acid batteries, and that displaced 
most of the available space. The 
company’s task with the nickel- 
zinc is to cut down the battery’s 
weight further, while increasing 
the amount of energy it gets out of 
the plates. 

GM will also have to develop a 
car that is almost totally new from 
the ground up, and it will have to 
do it with new lightweight ma- 


terials. The Electrovet weighed in 
at 2,800 pounds, considerably 
more than the 2,100-pound origi- 
nal, and GM wants its first mass 
production electric passenger car 
to be as light, or a little bit lighter, 
than a similar-sized conventional 
car. Low weight translates into 
greater range, and longer battery 
life. 

Engineers at the company think 
the achievable goal with respect to 
cycle life in such an EV is 30,000 to 
40,000 miles. It has to be at least 
that, GM figures, in order for the 
car’s overall cost of operation to be 
low enough. 

. Says Delco’s Corbin, “Our esti- 
: an ; mates for the original (battery) 
4 + +s Se : pack and a replacement pack is 
, such that, if we meet our cost 
goals, the operating cost per mile 
will be acceptable. If we make our 
It probably won't be the first battery in a mass-produced EV, but the sodium-sulphur “Beta” goal, the overall cost of ownership 
battery being worked on by GE has more than its share of disciples. will be nearly competitive with 
mn gasoline cars. Going EV means a 
savings in maintenance, and there 
are also fuel savings. The fuel cost 
per mile is much less.” 

Corbin says development of the 
nickel-zine “is going better than 
we thought it would at this point 
in time,” and other sources say the 
battery has gone through 55,000 
miles of proving ground vehicle 
testing since the first of the year. 

GM, though, is beginning to de- 
vote a significant amount of time 
to the nickel-iron battery, and that 
idea has also been getting a sub- 
stantial amount of attention at 
Westinghouse and at the Eagle- 
Picher Co. In two or three months, 
the Department of Energy will 
probably have 15 light vans pow- 
ered by Eagle-Picher nickel-iron 
systems in actual field operation. 

But what about now? Is there 
anything meaningful going on at 
the retail level? Some dealers, at 
least, think so. They have found 
that a small percentage of the 
market is interested in first-of-a- 
kind or limited production vehi- 
cles, and another small segment is 
sufficiently concerned about 
energy and ecology to give the EVs 
a push for that reason. 

A few dealers have gotten in- 
volved in the Electric and Hybrid 
Vehicle Demonstration Program, 
run by Bethesda, Maryland’s 
Booz-Allen and Hamilton, Inc., 
under the auspices of the Depart- 
ment of Energy. In return for some 


financial assistance, dealers un- 
(Continued on page 41) 


This clay-model car may or may not ultimately be the design for GM’s first electric automo- 
bile, but that EV definitely will have an aerodynamic look and lightweight componentry. 
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Irving Blackman 


New Installment Sale Rules 
Open Tax-Saving Opportunities 


or many years, the install- 

ment sales plan has been 

an important method for 
deferring taxes. This may sound 
like an ad campaign for a consum- 
er product, but now there is a new, 
improved installment sales plan 
in the tax marketplace. 

First, let’s take a look at how a 
typical installment sale works. 
Assume Joe Taxpayer sells a va- 
cant lot on July 1, 1981 for 
$100,000. In 1978, Joe bought the 
lot for $60,000. Joe is paid $10,000 
on July 1, 1981 and will receive 
$30,000 (plus 15 percent interest) 
each July 1 for the next three 
years. When Joe files his tax re- 
turn, he has two choices: pay tax 
right away on the entire $40,000 
profit ($100,000 selling price mi- 
nus $60,000 cost) or pay the tax in 
yearly increments with the in- 
stallment tax method. 

Joe opts for the latter. The 
$40,000 profit will be divided ac- 
cording to the installment pay- 
ments he receives over the next 
four years. Since Joe’s gross profit 
percentage is 40 percent ($40,000 
divided by $100,000) he will pay 
taxes on only 40 percent of each in- 
stallment amount: $4,000 in 1981 
and $12,000 in each of the next 
three years. The balance (60 per- 
cent) of each installment is tax- 
free because Joe is simply recover- 


ing his $60,000 original cost. 

Now let’s take a look at the new, 
improved plan. Recently, some 
changes were made in the rules of 
the sales installment method, 
making it easier to use. These are 
the most important changes: 

(1) If you receive any less than 
100 percent of the purchase price 
in the year of sale, you can defer the 
balance. For example, if 90 per- 
cent of the price is received, 10 per- 
cent can be deferred. Under the old 
rules, if you received more than 30 
percent in the year of sale, the en- 
tire profit was immediately tax- 
able. 

(2) You can now participate ev- 
en if you receive only one payment 
per year after the year of sale. Be- 
fore, there had to be at least two 
payments per year. 

(3) You are entitled to the bene- 
fits of installment sales automati- 
cally. In the past, you had to attach 
a request to your tax return. 

Sooner or later, almost everyone 
reading this column will sell some- 
thing at a profit. When you do, con- 
sider using the installment sales 
method. It can save you tax dol- 
lars. 
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Portion of room can qualify 
for home office expense. Histo- 


ry is full of stories of courageous 
men lying down their lives to save 
lives of others. George Weightman 
is such a man. Recently he took his 
tax return into battle with the 
IRS. Although this college profes- 
sor lost his personal struggle, he 
may have paved the way for other 
taxpayers to be victorious. The sto- 
ry unfolded in court (George H. 
Weightman, T. C. Memo 1981- 
301). 

Professor Weightman uses a 
portion of his bedroom as his home 
office. He writes, does research, 
prepares lectures, and grades pa- 
pers in a specific area of the bed- 
room. This area is furnished with a 
desk, a chair, and other office fur- 
niture and equipment. A bed anda 
dresser are in another part of the 
room. The law (Section 280A) al- 
lows a home office deduction ifthe 
taxpayer uses “a portion of the 
dwelling unit... exclusively... 
on a regular basis... as his prin- 
ciple place of business.” 

Did George meet all the require- 
ments of the law? No, said the 
court. According to the court, 
George’s principal place of busi- 
ness, as a college professor, is the 
school. So George lost the deduc- 
tion. 

But George won a point for other 
taxpayers. He argued that the two 
areas—work and sleep—are sep- 


This column is prepared as an automotive exclusive for AE by Irving Blackman, certified public accountant and attorney, All comments or questions pertaining to 
this column should be mailed to: Blackman, Kallick & Co., 180 N. LaSalle St., Chicago, IL 60601. 
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arate and distinct even though 
they are not separated by a wall or 
partition. The IRS_ claimed 
George’s bedroom arrangement 
did not pass the “exclusively” test. 
The court, though, held for George 
on this point, saying that a wall, 
partition, or curtain is not neces- 
sary to define the room as a work- 
place. George’s testimony estab- 
lished the fact that a separte, 
though unmarked, area was used 
exclusively and on a regular basis 
as his home office. 

Hats off to George Weightman. 
This case should save tax dollars for 
salespeople and others who work 
primarily from their residences. 
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Incorporated? The IRS may 
get you with something new. 
The TCMP, something we men- 
tioned briefly in May’s A, has 
taken on an extra dimension. If 
you are lucky, you will never have 
to tangle with one. TCMP stands 
for Taxpayer Compliance Mea- 
surement Program-—a devilish 
procedure cooked up by the IRS in 
about 1963. 

Under TCMP, the IRS has, over 
the years, periodically measured 
the nature and extent of taxpayer 
compliance with the law. Typical- 
ly, a group of tax returns is ran- 
domly selected and then subjected 
to a detailed and thorough audit. 
As unbelievable as it may sound, 
every item on the tax return is ex- 
amined, regardless of dollar 
amount. Outrageous! In the past, 
these tortuous tax audit adven- 
tures were forced only on unwill- 
ing individual taxpayers. 

Now the bad news for business: 
The IRS has announced that the 
latest phase of TCMP will involve 
an examination of corporate tax 
returns. The target returns are for 
1980—both calendar and fiscal 
years. The only good news is, only 
approximately 34,000 returns will 
be put under this microscope. 

ke 

Closely-held corporate own- 
ers strike out IRS on the un- 
reasonable compensation 
question. The owners of closely- 
held corporations and the IRS 
seem to be engaged in a never-end- 
ing battle over unreasonable com- 
pensation. Many readers of this co- 
lumn are owners of closely-held 
corporations, and if that’s the case 
with you, you'll love this new 1981 
case. 


Strike one—the facts: Two em- 
ployee/shareholders, Abe and Ben, 
owned the stock of their corpora- 
tion, 50/50. The total compensa- 
tion for Abe and Ben for the year 
ended July 31, 1974 was $246,189 
and $87,433, respectively. In- 
cluded in the total for each was a 
salary of $64,000. The balance was 


“This case should 
save tax dollars for 
salespeople and 
others who work 
primarily from their 
residences.” 


commissions on sales actually 
made. Now, the part that rubbed 
the IRS the wrong way: The salar- 
ies had been retroactively ap- 
proved in June, 1974, and were 
about twice the previous year’s sa- 
laries. No dividends had ever 
been paid. 


Strike two—the result: A com- 
plete victory for Abe and Ben. 


Strike three—the winning 
pitch: The corporation claimed the 
salary payments were intended as 
compensation for two time periods: 
(1) for the current year ended in 
1974, and (2) for prior years when 
Abe and Ben were inadequately 
paid. The IRS swung at this pitch, 
claiming that $30,000 apiece was 
either a disguised dividend or un- 
reasonable compensation. 

The court struck out the IRS, 
ruling that the shareholders had 
been undercompensated in prior 
years and that the 1974 salary was 
payment for services rendered 
during the current and past years. 
(See Old Colony Insurance Service 
Inc., TC Memo 1981-77.) 

This case is important to every 
stockholder/employee who took 
meager compensation in the early 
years while the business was be- 
ing built. Sound familiar? Expe- 
rience has taught me that this case 
will fit a huge number of readers of 
this column. Keep a copy of this 
item in your corporate tax file. 
Someday, it could become your 
winning pitch. AE 


Floorplan 


Funds 


at Bank Rates 


for Honda, 


Datsun, Toyota 


and Mazda Dealers 


Because of a special arrangement, with a 
major international bank, we are able to 
provide floorplan financing at ver 
competitive rates. We offer liberal credit 
lines and a continuous source of funds. No 
compensating balances or other restrictive 
requirements. For more information 
contact Joe Odgers at 800-325-9590. 


TTT Diversified Credit 
Corporation 


A financial subsidiary of 


International Telephone and Telegraph Corp 
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REC VEE REPORT 


Gus Chiarello 


The Renewal of the RV Industry 


[: you've been working around 
the RV industry for the past 10 
years, you probably think there is 
nothing new on the horizon. What 
else could possibly happen that 
didn’t take place during the last 
decade? The industry went 
through boom and bust cycles, fuel 
shortages, interest rate explo- 
sions, and just about every other 
economic disaster known to man- 
kind, and yet it still survives. 


“What I envision for 
the next year or so is 
a period of steady 
growth.” 


What’s next? Is there a plague 
lurking in the shadows that has 
not yet befallen us? Is there anoth- 
er unknown economic storm brew- 
ing? I don’t think so; I truly believe 
the worst is over. 

What then? Does this mean 
another sales boom is just around 
the corner? Are the good times 
about to roll? I don’t think this is 
the case, either. What I envision 
for the next year or so is a period of 
steady growth. I see dealers retail- 
ing all sorts of recreational units 
and gross profits staying firm. RV 
sales were up 75 percent in April 
over the same month last year. A 
toal of 25,000 RVs were shipped 
from manufacturers to dealers 
this April, the industry’s highest 
monthly total since May of 1979. 


Though retail buyers are re- 
turning to the marketplace with 
renewed confidence, they aren’t 
coming in the same numbers as 
they did 10 years ago. Today’s RV 
buyer is also more selective. It’s 
not going to be as easy to get his or 
her signature on the dotted line. 
The type of sales presentation that 
worked a decade ago will not get 
the job done anymore. Customers 
are no longer swayed just by cos- 
metics and frills. They’re looking 
for quality and they’re looking for 
value. 


If you think the sizzle will sell 
without the steak, you’re sadly 
mistaken. Most of the dealers who 
survived the challenges of the ‘70s 
are precisely those dealers who 
learned this lesson early and 
adapted their sales approaches ac- 
cordingly. 

The key word for the future is 
service. Total service. In order to 
generate business, you're going to 
have to put your money where 
your mouth is and back up both 
the quality of your product and the 
quality of your service. 


Our industry has proven it has 
the flexibility to change when 
needed. I am sure this responsive- 
ness will continue, and new prod- 
ucts will be introduced as the 
needs and tastes of our customers 
change. But no matter what hap- 
pens to gas prices or the rate of in- 
flation, it’s a good bet folks will 
still want to have the means to get 
away to the great outdoors. 


So it’s important that dealers 
stay in close touch with shifts in 
buying trends. The secret of suc- 
cess lies in understanding your 
market area and the needs of your 
particular customers. Stock your 
retail location with the types and 
sizes of units most in demand in 
your area—not what you prefer. If 
your customers are on tight 
budgets, this may mean stocking 
more of the new lightweight units 


“Retail buyers are 
returning to the 
marketplace with 
new confidence.” 


that are getting so much publicity. 
On the other hand, if you’re in an 
affluent area where price isn’t as 
much of a consideration, perhaps 
you should be stocking more lux- 
ury units. 

If your market is especially sen- 
sitive to price, you may be inter- 
ested in stocking used units. The 
market for used leisure-time vehi- 
cles has been steady for years and 
will most likely stay that way. Do 
some research on the market for 
used units. If you beat the bushes a 
little, you’ll be amazed at some of 
the buys you can make from pri- 
vate parties. 

While I am the first to admit 
that “new is nice,” remember the 
role used RVs can play in increas- 
ing profits. 


This column is prepared exclusively for automotive executive on a quarterly basis by Gus Chiarello, executive director of the NADA Recreation Vehicle Apprai- 
sal Guide. All comments or questions pertaining to this column should be mailed to: Rec Vee Report, automotive executive magazine, 8400 Westpark Dr., 


McLean, VA 22102. 
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29th Annual Recreation Vehicle N 
and Manufactured Housing Show 


Dodger Stadium—Los Angeles, CA 


All-Industry Marketing Forum: Tuesday, November 3, 1-5 p.m. 
Supplier/Manufacturer Day: Tuesday, November 3, 9-5 p.m. 
Lenders’ Day Seminar: Wednesday, November 4, 1-4 p.m. 


Show Hours: Wednesday, November 4, 9 a.m.-5 p.m. 
Thursday, November 5, 9 a.m.-5 p.m. 


Friday, November 6, 9 a.m.-1 p.m. 


November 30, December 1-4, 1981 


LOUISVILLE 


19th Annual National RV Show 
Kentucky Fair and Exposition Center 


Louisville, KY 


All Industry Marketing Forum: Monday, November 30, 1-5 p.m. 
Supplier/Manufacturer Hours: Monday, November 30, 5-9 p.m. 
Lenders’ Day Seminar: Tuesday, December 1, 1-4 p.m. 

Show Hours: Tuesday, December 1, 9 a.m.-5 p.m. 


Wednesday, December 3, 9 a.m.-5 p.m. 
Friday, December 4, 9 a.m.-2 p.m. 


600,000 SQUARE FEET OF ’82 MODELS, EQUIPMENT, SUPPLIES! 


YOUR INDUSTRY is moving fast into 
a broad-based market position: 
expansion into new and different types 
of RV businesses, new products, and 
financing alternatives. You will need to 
be in on the know and the action for 
the future in order to set a strong 
pace for profitability! 


Combined, this year's RVIA shows 
at Dodger Stadium in Los Angeles in 
November and at Louisville, Kentucky 
in December, offer over 600,000 
square feet of floor space, with the 
very latest in recreational vehicle 
models, equipment, supplies. 


At both Dodger and Louisville, RVIA 
will sponsor the most important event 
of the year for the recreation vehicle 


industry—THE ALL-INDUSTRY 
MARKETING FORUM where top 
national © Dealers e Manufacturers 
e Lenders @ Suppliers e and 
Campground Operators e will have 
the valuable opportunity to discuss 
mutual needs: consumer recreation 
trends; laws and government 
regulations; sales outlook; product and 
parts and accessories store 
management; the Detroit picture; 
dealer/manufacturer relations, and 
management challenges, to name 
only a few. 


IN ADDITION, RVIA will host a 
LENDER’S DAY, and special 
financing seminar—an opportunity for 
manufacturers/dealers/suppliers to 
communicate one-on-one with the 


lender about industry economics, 
borrowing, financing, rental and 
leasing, and the big economic picture 
for this country. 


AND AGAIN this year at Louisville, 
WDA will be displaying and giving 
away a 20’ x 40’ RV parts and 
accessories store with over $30,000 
worth of retail merchandise on display. 
Any qualifying dealer in attendance at 
Dodger/Louisville may enter and 
become eligible to WIN! 


Manufacturers, reserve your space 
and dealers, register now to be on the 
move with your industry! SEE the all 
new '82 lines. HEAR the marketing 
experts. PLAN your ’82 sales 
strategy. BUY your ’82 models. 


FOR ATTENDANCE & EXHIBIT INFORMATION CONTACT: 


(Dodger Show) 

RVIA Western Region Office 
1748 West Katella, Suite 206 
Orange, California 92667 


714-532-1688 213-485-0254 


Recreation Vehicle industry Association 


(Louisville Show) 

RVIA National Office 
14650 Lee Road 

P.O. Box 204 

Chantilly, Virginia 22021 


800-336-0154 703-968-7722 


Business 


In Print 


A New Style of Management 


With this issue, AE launches a 
new monthly column entitled 
“Business in Print.’’ Prepared by 
nationally known business writer 
Henry Holtzman, ‘Business in 
Print’’ each month will list the na- 
tion’s Top Ten business books as 
well as review the most noteworthy 
new titles. The column is designed 
to help busy dealers sort the most 
pertinent new books from the 
stacks of business books that are 
published every month. Holtz- 
man’s articles about business, 
sales, and marketing regularly ap- 
pear in more than 25 national and 
regional magazines. 


“Theory Z — How American 
Business Can Meet The Japanese 
Challenge;” by William G. Ouchi; 
Addison-Wesley Publishing Co., 
Reading, MA; 1981; 283 pages; 
$12.95. 


nce every three or four 

years, a book appears 
whose impact on the business com- 
munity is so great, it becomes the 
watershed for all subsequent 
thought on the subject. That was 
the case with Peter Drucker’s “Age 
of Discontinuity,’’ and it has hap- 
pened again with William Ouchi’s 
“Theory Z.”’ 

To understand the name, “The- 
ory Z,”’ is to understand the thrust 
of the book. The management of 
people is a key— perhaps the key— 
to improving productivity. The 
classic (or at least oldest) style of 
management is called “Theory X.’’ 
“Theory X’’ is based on the prem- 
ise that people are inherently lazy 
and have to be driven to produce. 

A more recent style of manage- 
ment is called “Theory Y.’’ “Theo- 


ry Y’’ is founded on the belief that 
most employees want to be produc- 
tive and will rise to the occasion if 
they are involved in decision-mak- 
ing. 

Ouchi’s ‘Theory Z’’ has its basis 
in “Theory Y,’’ and builds on it. 
“Theory Z’’ suggests that ‘“‘in- 
volved workers are the key to in- 


99 


creased productivity.’’ According 
to Ouchi, “Productivity is a prob- 
lem of social organization or, in 
business terms, managerial organi- 
zation. Productivity is a problem 
that can be worked out through 
coordinating individual efforts in a 
productive manner and of giving 
employees the incentives to do so 


Here are the current Top Ten best-selling books for business. The 
list is based on sales figures received from retail bookstores 


throughout the United States. 


1.) “William E. Donoghue’s Complete Money Market Guide;’’ by 
William E. Donoghue with Thomas Tilling; Harper & Row, 


$12.95 (1) 


Making inflation work for your business and you. 
“Wealth and Poverty;’’ by George Gilder; Basic Books; $16.95 


(3) 


How government can help the growth of free enterprise. 
“You Can Negotiate Anything;’’? by Herb Cohen; Lyle Stuart; 


$12.95 (2) 


How to gain the competitive edge. 

“The Third Wave;”’ by Alvin Toffler; Bantam; $3.95 (6)t 

As society goes, so goes the marketplace. 

“The Coming Currency Collapse;’’ by Jerome F. Smith; Books in 


Focus; $12.95 (4) 


Another survival book for business. 
6.) “Nothing Down;’’ by Roger G. Allen; Simon & Schuster; $11.95 


(5) 


Buying real estate on a shoestring. 
“What Color Is Your Parachute?’’ by Richard N. Bolles; Ten 


Speed Press; $6.95 (7) 


How to change careers and jobs. 

“Theory Z;’’ by William G. Ouchi; Addison-Wesley; $12.95* 

A new theory on how to boost productivity, 

“Money Dynamics for the 1980s;’’ by Venita VanCaspel; Reston 


Publishing; $15.00 (9) 


One more guide for money management. 
“Crisis Investing;’’ by Douglas R. Casey; Stratford Press/Harper; 


$12.95 (8) 


Investment opportunities in the coming ‘‘depression”’. 


= indicates last month’s position 
indicates a book’s first appearance 
indicates a paperback previously on the list as a hardcover edi- 


tion 


This column is prepared as an automotive exclusive for AE by Henry Holtzman, a nationally known business writer. All comments or ques- 
tions pertaining to this column should be mailed to: Business in Print, automotive executive magazine, 8400 Westpark Dr., McLean, 
VA 22102. 
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by taking a cooperative, long-range 
view.”’ 

“Theory Z’’ is more than a the- 
ory. It was instrumental in turning 
around GM’s troubled Buick divi- 
sion. Eli Lilly, Rockwell Interna- 
tional, and Westinghouse are other 
avid proponents of this manage- 
ment approach. 

Despite some of the advance bill- 
ing, “Theory Z’’ is not synonymous 
with the Japanization of American 
industry. One the contrary, Ouchi 
stresses that many aspects of the 
way business is conducted in Japan 
simply will not be accepted in 


“The genius of 
American business 
has been its ability to 
dare the future.” 


America. Moreover, Ouchi, says 
that the Japanese patterns of 
working life don’t need to be 
adopted here in order for “Theory 
Z’’ to work. The key to its success 
is in motivation. 

It’s refreshing to see the high 
degree of interest in “Theory Z.”’ 
Perhaps many American busi- 
nesses are exploring “Theory Z’’ 
because of bad experiences with 
“Theory X’’ management. “The- 
ory X’’ usually reduces, rather 
than enhances, productivity. At 
that point, confused managers 
tighten the reins of centralization 
to an even greater degree— and 
then watch productivity drop once 
again. 

American business leaders who 
swear by “Theory X’’ management 
styles are managing their own 
demise ... and then wondering 
how it could happen. Part of the 
reason is that they’re listening too 
hard to the money managers, for- 
getting that accountants are ex- 
perts at reading the past. The 
genius of American business 
leadership has been its ability to 
challenge the future. And we've 
done a rather poor job of that for 
the past decade. 

“Theory Z’’ is not only impor- 
tant reading, but easily digestible 
as well. My recommendation is to 
get the book, read it, then pass it 
along to your fellow managers. Af 


enterprise 
Auction Association at work... 
member auctions 


handle over 3,000,000 carsand_ ViSit a nearby 


trucks a year. They help you a A A A 


buy and sell profitably. They 
member auction 


National Auto 


help you balance inventories. 
Auction members provide 
multiple services, too, like 
transporting cars, washing, cleaning, and repairing 
them. And, our auctions help establish real market 
values for automobiles across the nation. This is free 
enterprise at work. It is private enterprise at its best. 
Both buyers and sellers at our auctions profit through 
regular visits...where ethical standards and practices by 
our members are unexcelled. 

Isn’t it great to know an Association like NAAA is 
working for you? Where else, but in America? 


For additional information and name of your nearest 
member auctions, phone or write: 
Bernard Hart, Executive Secretary 


5701 RUSSELL DRIVE 
LINCOLN, NEBRASKA (402)464-2170 
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Closing The Sale 


losing does not come out 

of the clear blue sky, 

and the customer’s deci- 
sion to buy is not something he 
brings in with him as a gift when 
he walks through the showroom 
door. 

The close is brought to be by 
careful questioning—directive 
questions that artfully point the 
way to the bottom line. They allow 
you to qualify your prospect’s 
needs, and they allow you to ce- 
ment an understanding the two of 
you seem to have reached on a spe- 
cific point. 

“So you want a combination of 
decent but not necessarily great 
mileage, and enough comfort to 
handle fairly frequent long trips?” 
is an example of what I mean. 
“You want to spend under $6,000 
if you can, right?” is another. 

Both queries firmly and steadily 
lead the customer where you want 
him to go, and they lead to what 
could be the clincher: “And that 
black Chevette is the one you real- 
ly like? Fine! O.K. this for me, and 
I'll start getting it ready for you!” 

Several trial closes can, and 
should, be executed. Any 
agreement reached on color, pay- 
ments, delivery date, etc. is an 
ideal spot for a trial close. Re- 
member, when you ask a directive 
question, make everything—even 
your body language—be affirma- 
tive. Every little bit of agreement 
makes final agreement that much 
easier. 

The earlier you attempt a trial 
close, the better. The longer you 


wait to attempt one, the tougher it 
gets. It must be done properly, but 
at this early stage, you really don’t 
expect to close the deal, so you can 
handle the situation with some 
lightness and virtually joke about 
it. The trial close gives you confi- 
dence to close again later, and es- 
tablishes the fact that you are a sa- 
lesman. It eliminates the “just 
friends” problem that can happen 
after a lengthy interview without 
a close. 

Selling doesn’t begin until 
someone says no. Don’t get uptight 
at your prospect because of his in- 
decisiveness and the fact that he 
won't buy. It’s all the more reason 
for you to stay cool and further re- 
lax the situation. 

Be very aware and sensitive to 
your prospect. If he’s feeling pres- 
sure, you are not going to sell him. 
Read the signs. His speech, ges- 
tures, and body language should 
be continually analyzed by you. 
Many, many salesmen lose sales 
without the vaguest idea why, and 
it’s because they’ve ignored all the 
signs thrown their way. Re- 
member: when your prospect feels 
uncomfortable, he is very close to 
heading for the door. You have to 
do something—quickly to relax 
him. 

When you're dealing with your 
customer in your office, there 
should be nothing on your desk or 
elsewhere to distract him. Inter- 
ruptions will kill you. One good 
idea is to have several brands of ci- 
garettes on hand. Letting your 
prospect run out to his car for ci- 


Joe Girard 


garettes can cost you a sale. Give 
him a pack. It may be the begin- 
ning of a long relationship. 

When a prospect says he’ll “be 
back,” or his mother-in-law is sick, 
or he hasn’t paid his taxes, or he 
might have to get his van fixed, he 
really isn’t saying any of that at 
all. He is really saying that you 
have not earned his trust and 
taken him out of the fear stage. 
What he’s giving you are only ex- 
cuses. 

The close is overrated and, real- 
ly, there is no sharp line between it 
and qualifying. It is not a sacred 
event. When the _ intelligence 
phase is over and you know what 
the customer wants and needs, the 
close merely formalizes that 
agreement. Keep in mind the im- 
portance of directive questions, 
which are really trial closes. 

Where most salesmen panic is 
the point where it gets down to mo- 
ney. Don’t ask people to sign 
things, ask them to O.K. things. 
Don’t say, “ll need a deposit.” 
Pick up the telephone as if to check 
with the service department, half 
turn away, put your hand out, and 
matter of factly say, “Give me 
$100 and I'll get the car ready for 
you.” Make it a routine matter, 
and everybody will stay relaxed. 
At this point, you know what the 
customer wants and what he can 
afford, and it’s vital that you as- 
sume the close. If you show indeci- 
siveness, your customer will pick 
it up and become indecisive him- 


self. 
(Continued on page 50) 


This column is prepared exclusively for automotive executive by Joe Girard, named the World's Greatest Salesman 12 times by the Guinness Book of World Re- 
cords. All questions or comments pertaining to this column should be mailed to: Selling Yourself, automotive executive magazine, 8400 Westpark Dr., 


McLean, VA 22102. 


ee a cS TT 
LL 


30 AUTOMOTIVE EXECUTIVE, SEPTEMBER, 1981 


How toshed morelight 
on 


the subject 
of burglary 


Maybe your place of busi- 
ess looks mighty inviting 
to burglars after dark. 
be not. We have a sim- 
ple self-test that can help 
ou be Sure. The test re- 
quires only about ten 
minutes to take, and only 
y need ever know your 
nswe's. Included in the 
test booklet are many valu- 
aple ideas to help you 
combat burglary and other 


crimes before they happen. 


You will also receive, with- 
out cost or obligation, our 
entire Management Of Risk 
— MOR — test kit that lets 
you test yourself on many 
other areas of business risk 
management: fire, liability, 
OSHA and safety, inflation 
and more. Additionally, we 
will make available our free 
Health/Life-style Manage- 
ment self-test series. 


“Taking the worry out of your 


business...and your life.” 


American Hardware 


we Mutual Insurance Co. 


Free self-test series 
looks at risks to your 
business and your life 


~ 


To get your self-test kit, just use the 
reader service card or write to: 

Risk Management Dept., American 
Hardware Mutual, P.O. Box 435, 
Minneapolis, MN 55440. 


This Florida dealer thinks any auto retailer who isn’t 
seriously committed to his finance and insurance 
department must be in the car business for something 
other than financial gain. 


p until five years ago, 
Louis’ King thought he 
was doing well with his 
finance and insurance business at 
King Oldsmobile in Fort Lauder- 
dale, FL. Then he found out he 
didn’t even have an F&I program. 

“Oh, we were financing automo- 
biles,” he says, “and we sought to 
capture as much F&I income as we 
could, but we left it singularly in 
the hands of the salesmen and 
compensated them for any F&I in- 
come they got.” 

What turned King’s thinking 
around and prompted him to team 
up with General Motors Accep- 
tance Corp. to set up a full-fledged 


F&I department complete with a 
staff of specialists? He says he 
started looking around at what 
other dealers were doing with F&I 
and knew it was time for a change 
at his dealership. 

“After I became knowledgeable 
about the results other dealers 
were achieving, I saw we were do- 
ing it all wrong,” he recalls. 

King is the first to admit the 
transformation was no snap and 
that it required a period of adjust- 
ment until things started working 
correctly. 

“I suppose we went through two 
or three F&I men before we found 
the right ones and the right 
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number of them,” he says. “In our 
dealership we normally retail be- 
tween 600 and 700 new and used 
cars and trucks a month, so we 
have to have a full staff of F&I peo- 
ple here all the time.” 

Perhaps the major deterrent of 
the program’s prompt launching 
was an acute case of foot-dragging 
by King’s sales force. 

“T think it took us eight or ten 
months to get our program work- 
ing right,” he says, “because there 
was a lot of disruption as far as the 
salespeople were concerned. They 
felt they knew if the customer was 
a cash buyer or if he was going to 
go to the bank for financing. As 


“Darn smart!” 


€t The Associates are more than a dependable financial 


resource...they’re the key to our success.99 
Chuck Jorgensen 

Peterbilt of Wisconsin, Inc. 

Waukesha, WI 


The Associates 
Truck/Trailer Financing & Leasing 
55 East Monroe Street 
Chicago, IL 60603 
Call toll-free 800-621-5226 
In Illinois, call collect (312) 781-5800 


40 offices to serve the transportation 


industry 
Associates Corporation of North America, 


® aGulf + Western Company. 


“What | like about The Associates is that they know 
my business as well as | do. The branch manager is 

part of my team and | consult with him like | would 
my lawyer or accountant. And, when it comes to 


making deals, The Associates don’t waste time. 
Quite often, we get the credit application 
approved the same day. In addition, they treat 
our customers—even those with problems 
THE 
ASSOCIATES 


—the way we would. The Associates: They 


go that extra mile to give us the kind of ser- 
vice that keeps customers coming back.” 


The Associates: People Worth Knowing 


long as the salesmen controlled 
the deal, then we were not doing 
things properly.” 

How did King convince his 
salesmen to do things properly? He 
made it mandatory that all custo- 
mers be turned over to the F&I de- 
partment regardless of how the 
buyer intended to pay for the car. 

“We told our salesmen that if 
they were going to work here, they 
were going to do things our way,” 
King says. “All you’ve got to do is 
make a commitment and do it. 
Once we made that commitment 
and everyone knew they were go- 
ing to have to dance to the same 
music, everything was fine.” 

As soon as that message sunk in, 
King says he began noticing re- 
sults in turnover penetration im- 
mediately. 

“When we were begging and 
pleading, we were only getting 
between 60 and 80 percent 
turnover to our F&I peo- 
ple,” he says. “When we 
made it mandatory, we 
started getting virtu- 
ally 100 percent co- 
operation.” ; 

The Florida 
dealer says he 
realizes there 
are times when 
it’s absolutely 
impossible to in- 
troduce a_ cus- 
tomer to an F&I 
specialist but, he 
adds, those times 
are very, very rare. 

Along with the 
increase in turnover 
penetration, the deal- 
ership’s per-vehicle 
F&I gross increased right 
away, he says. 


trol, the higher the figure,” notes 
King. 

Another move that helped boost 
business, says King, was his deci- 
sion to give F&I people the author- 
ity to O.K. delivery on the spot. 

“We have equipment today that 
allows the F&I department to com- 
municate directly with credit bu- 
reaus so we can know right away if 
a customer’s statement is accu- 
rate,” he explains. “With this in- 
formation and the authority to de- 
liver the car, F&I people can help 
the salesman a great deal.” 

Harkening back some seven or 
eight years ago when his sales 


staff ran the whole F&I show, 
King says the salesmen were often 
stymied when they sent a credit 
statement to a finance source and 
it come back rejected or with a re- 
quest for a larger down payment. 

“The salesmen didn’t have the 
professionalism to overcome such 
objections,” the dealer says, “but 
the F&I staff we have now does 
have that professional ability.” 

Turning his attention to current 
problems in the auto retail indus- 
try, Louis King says his major 
worry is just getting people into 
the showroom. The reason for that, 
he thinks, is directly linked to fi- 
nance problems. 

“Customers are staying away 
from the dealership because they 


perceive that money is unattain- 
able, but that’s not really true,” he 
says. “I realize dealers in some 
states with tight usery laws have 
real problems. We have usery laws 
in Florida, but the retention rate 
with the finance company allows 
you to make a little bit on the cred- 
it contract.” 

In King’s mind, however, the 
money made off of a finance con- 
tract in today’s market is second- 
ary. The big thing, he says, is that 
once you have control of a custom- 
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er’s financing, you have the oppor- 
tunity to sell credit life insurance, 
accident and health insurance, a 
service contract, and other in- 
come-producing F&I products. 

“So it’s not really so much the fi- 
nance reserve we're after,” he goes 
on to say, “it’s the control of the 
customer. Once you lose that con- 
trol and the customer goes to a 
credit union or bank or perceives 
himself to be a cash buyer, then 
you lose the chance on all these 
items.” 

King Olds’ F&I specialists 
strive to convert cash buyers by 
showing them the dealership can 
loan money at less expense than 
the customer can make off of mon- 
ey market instruments available 
today. 

“If a man’s really a cash buyer,” 
explains King, “then you can show 
him where, by financing his car, 

he can take the $10,000 he 

> might pay on the vehicle 

and invest it to make 

m& more money than auto 
in financing costs.” 

ye As far as losing fi- 

j nance customers to 
banks, King says 
that problem 
doesn’t seem to 
be as severe as it 
y once was. 
“I think people 
@ today are less in- 
terested in seek- 
ing out a compet- 
e itive rate at their 
ag bank,” he says. Ac- 
f cording to King, 
when customers hear 
on the news that the 
interest rate for pre- 
ferred corporate  custo- 
mers is 18 percent, many 
automatically assume it will be 
even more for them. 

“We get our customers in the of- 
fice and talk about so many points 
below prime. With GMAC’s long- 
term money costs being less than 
the current prime rate, our 
customers aren’t as apt to go out 
and shop banks.” 

King thinks the use of compu- 
ters in today’s F&I presentations 
lends a big assist in wrapping up 
the final deal. 

“We’re looking at equipment 
now that will prepare the bill of 
sale and all the necessary docu- 
ments,” he says. “When a custom- 

(Continued on page 49) 


F&I OVERVIEW from page 10 
many instances, at less than prime 
because it’s a different kind of fi- 
nancing for a different period of 
time. The actual rate will vary 
from state to state because of the 
individual state’s usery law. 

“Tt’s true, on the average, that 
auto loan interest rates are high 
now and, yes, they are higher than 
in the past; but they aren’t as high 
as people perceive them to be. So, 
once again, it’s the F&I man’s job 
to relate the information on in- 
terest rates into monthly pay- 
ments. This way he can usually 
bring the cost of an automobile 
more into line than most cus- 
tomers think is possible.’’ 

The public’s anxiety about the 
availability of car loan money, of 
course, stems from the fact that 
banks throughout the country are 
curtailing or completely with- 
drawing from automobile loan ac- 
tivity. Additionally, banks that are 
still in the auto financing business 
are taking a much tougher stand 


“Dealers have got 
to get the emphasis 
off the total price 
and onto monthly 

payments. 


EEE Sa Eee. 
on car credit applications. Most 
are insisting on higher down pay- 
ments than in the past, and many 
are quick to turn down any appli- 
cant whose credit rating isn’t top- 
drawer. 

The rather hasty retreat by 
banks from the auto credit market 
is reflected in Federal Reserve 
System statistics that show banks 
holding only about 36 percent of 
automobile paper as of January, 
1981. In January of 1978, they held 
60 percent. 

Legislation recently passed by 
Congress as part of the tax cut 
package may crimp auto loans ev- 
en more. This legislation—called 
the All Savers Act—will require 
banks and thrift institutions to 
channel to housing and agricultu- 
ral lending 75 percent of net depos- 
its resulting from the sale of new 
tax-exempt savings certificates. 


Lighting With Quartz? 


inexpensive, and it performed well. But aggressive 
dealers know that the only outdoor light sources made 
for today’s realities are Metal Halide. 


Ram Series. On a fixture to fixture basis you'll find the 

Ram will: 

* reduce energy operating costs by 70% 

e increase your lighting output by 38% 

¢ cut your lamp replacement cost with lamps that last 
six times longer than quartz! 


economically replacing your old quartz unit using 
existing poles, brackets and wiring. Instead of paying 
more and more to operate an obsolete light source, find 
out how you can enjoy a 2-4 year payback on an energy 
efficient system from LSI. 


P.O. Box 42419 © 4201 Malsbary Rd. © Cincinnati, Ohio 45242 e (513) 793-3200 


Here’s A Better Way: 
METAL HALIDE. 


Quartz lighting was popular when energy was 


Let’s compare your quartz to the LSI Metal Halide 


LSI Metal Halide Ram fixtures were designed for 


Stop paying overhead on your overhead. 


For more information, write or call for a full 
color brochure describing our energy 
saving systems. 
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The All Savers Act, in effect, may 
reduce the availability of cred- 
it to other segments of the eco- 
nomy, such as small business and 
the auto industry. 

While the curtailment of bank 
funds for loans may be unsettling 
to potential car buyers, it can pre- 
sent real opportunities to fran- 
chised dealers of domestic makes. 
These dealers can rely on the ‘“‘cap- 
tive’ finance arms of their respec- 
tive manufacturers to provide 
credit for customers. 

The availability of this type of 
credit should not be ignored in 
dealer advertising, industry 
sources stress, especially in locales 
where low usery caps are forcing 
bank sources out of the market. 

Dealers selling import makes, 
however, are faced with a much 
different situation. Since the vast 
majority of their F&I profits are 


now.” 

The scarcity of credit does serve 
to point up one of the basic facts of 
dealership life: no matter whether 
you sell domestic or import makes, 
the key to finance and insurance 
success lies with the ‘“F’’ side of the 
business. 

In other words, when you lose 
control of financing you can kiss 
the rest of your F&I deal goodbye, 
too. 

Without a readily available 
source of loan money, a number of 
foreign car retailers are finding it’s 
getting tougher to control their 
F&I prospects. Too many cus- 
tomers, these dealers say, are buy- 
ing with cash or going elsewhere, 
such as to a credit union, to ar- 
range their own financing. 

Paul Liggett, the finance man- 
ager at Ted Connelly’s import 
store, knows all about this prob- 


Liggett will often explain to a 
would-be cash buyer how he can 
take the $8,000 he might have paid 
out for an automobile and actually 
make money by putting $2,000 
down on the car and investing the 
remaining $6,000 in some type of 
high-yield account. 

“Tll show the customer that 
after four years he can make a 
profit over and above the interest 
he’s paid on the car,”’ he says. “Be- 
cause people in our market area 
are so business-minded, this ap- 
peals to them.’’ 

With nearly 50 percent of all 
sales being paid for in cash, Liggett 
fully understands how F&I profits 
are lost by not controlling financ- 
ing. “When we don’t control fi- 
nancing, then we have no access to 
dealer reserves and no profits from 
credit life or accident and health 
insurance,’ he says. “The only ob- 


“The public’s anxiety about the 
availability of car loan money stems 
from the fact that banks 


throughout the country 


are curtailing or completely 
withdrawing from auto loan activity. 


based on auto paper purchased by 
local banks, those lending institu- 
tions can hold the key to both unit 
sales volume and _ after-the-sale 
business. 

“Needless to say, in states with 
usery laws... it’s just that much 
more difficult for us to finance 
cars,’ points out Ted Connelly, a 
Honda-Volkswagen-Alpha Romeo 
dealer in Cincinnati, OH. 

Connelly sees this difficulty con- 
tinuing until national legislation is 
passed that sets aside stringent 
state usery laws or until interest 
rates drop. Relief also could come 
in the form of assistance from the 
import manufacturers, he says. 

“Volkswagen, of course, has an- 
nounced it will be involved (in pro- 
viding financing), and I believe 
Mercedes and BMW have already 
set up an arm. I think that the 
other import manufacturers also 
are searching these possibilities out 


lem. He isn’t having a lot of trou- 
ble finding local banks that will 
buy his paper (although some have 
pulled out), but he is being chal- 
lenged by cash buyers. Since the 
dealership is located in a high-in- 
come area of Cincinnati, he says 
nearly 50 percent of the cars sold 
there are cash orders. 

In spite of the high percentage of 
cash purchases, Liggett’s perfor- 
mance is still considered “com- 
mendable’’ by his boss, because 
this F&I man does manage to con- 
vert a number of buyers who come 
into the showroom fully intending 
to pay cash. 

“As a result of the economic cli- 
mate we're in,’ Liggett says, “we 
have money markets and CDs that 
are unbelievable in interest-bear- 
ing situations. Because of this, it’s 
easy to show a customer how to 
make a profit from investing in- 
stead of paying cash for a car.”’ 
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jective left is to try to sell a service 
contract.’’ 

G. Sheldon Barquist, vice-presi- 
dent of marketing and dealer rela- 
tions for Motors Insurance Corp., 
says controlled financing and the 
after-the-sale items it produces can 
eventually create business 
throughout the dealership. 

“There is a very important 
reason why many dealers manage 
their F&I department for high 
rates of sales of physical damage 
(collision and comprehensive) and 
also mechanical insurance,’’ he 
says. “The dealer who sells a high 
percentage of his customers that 
type of protection is building in a 
bread-and-butter profit potential 
for his service, body shop, and 
parts departments.”’ 

Barquist points out that custom- 
ers who purchase physical damage 
insurance through the dealership 
nearly always bring their claims’ 
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“A good F&I manager can have a great impact on business.” 


work to the store’s body shop. 
Similarly, customers with service 
contracts tend to have their service 
work done at the supplying dealer- 
ship. Such contact is also highly 
desirable when the customer gets 
ready to purchase a new or used 
car. 

“This is why a good F&I mana- 
ger can have as great an impact on 
business as any sales professional 
or manager in the dealership,’’ he 
says. 

Even in dealerships where it 
may not be economical to maintain 
a full-time F&I person, dealers are 
seeing the need for a professional, 
carefully controlled finance and 
insurance operation. They are find- 
ing that a properly trained sales- 
man or manager who can skillfully 
handle F&I matters on a part-time 
basis is a valuable commodity. 

“You've got a more sophisti- 
cated buyer today,’ says Louis 
Carrio, director of field operations 
for Motors Insurance Corp. (MIC). 
“Therefore, you need a more 
sophisticated F&I specialist.”’ 

Carrio goes on to say F&I people 
in today’s market not only need to 
be better trained in sales techni- 
ques, they need to be better trained 
in using the financing alternatives 
that are available. 

“For example,’ he says, ‘we 
have finance managers today who 
know how to use a credit card on 
the GM Continuous Protection 
Plan or use the MIC premium pay- 
ment plan to sell physical damage 
insurance when they’re up against 
credit restrictions. They take these 
products out of the car deal so they 
won’t interefere with finance ap- 
proval.”’ 

By breaking the F&I package 
down into segments—a separate 
charge for a service contract, credit 
life insurance, and the actual fi- 
nancing of the auto, for instance— 
the savvy F&I manager can extend 
a customer’s credit limits. If the 
customer is bumping right up 
against his credit ceiling for the 
total F&I package, and doesn’t 
have enough credit to cover the ex- 
tra cost of a service contract, ar- 
rangements can be made to pay for 


the coverage on a personal credit 
card. 

Obviously, finding high-caliber 
specialists already schooled in 
such techniques isn’t easy. Finance 
and insurance professionals are 
much in demand and not always 
readily available. In that case, say 
industry experts, the wise move is 
to find promising candidates and 
have them trained. 

But what kind of individuals 
should dealers be on the lookout 
for? Leo Larkin says his company 
has spent a number of years and a 
lot of money trying to answer that 
question. He admits he has yet to 
come up with a foolproof method 
of selecting successful candidates, 
but he does suggest some guide- 
lines. 

According to Larkin, some of the 
characteristics a promising finance 
and insurance person should dis- 
play are high motivation and 
maturity. He cautions against pick- 


ing youngsters for an F&I job. 

“We haven’t had much success 
with young people right out of col- 
lege,’’ he says. “They seem to lack 
the necessary credibility and ma- 
turity.”’ 

Candidates with strong com- 
munity ties usually are good bets, 
too, providing they have the other 
qualifications, says Larkin. This 
could mean a person who is active 
in church, politics, sports, and civic 
or fraternal organizations. 

“So I guess the person to look for 
is a community-oriented self- 
starter with a few years of business 
experience,’’ he says. “It also 
seems to help if the person has a 
huge mortgage and is willing to 
work longer hours than practically 
anybody in the dealership.”’ 

It isn’t surprising that the best 
F&I people are those with high 
motivation, but the very motiva- 
tion that drives a finance manager 
to higher and higher sales in a 
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quest for higher and higher com- 
missions can create problems 
where compensation is concerned. 

“We've found that many of the 
compensation plans for F&I people 
were developed some years ago 
and are tied closely to the dealer’s 
finance reserves,’’ says MIC’s 
Louis Carrio. “Under present con- 
ditions, those reserves are no 
longer there, so the smart dealer 
has changed his compensation 
plan to put a little more incentive 
on the sale of insurance products. 

“Where this hasn’t been done, 
many of the compensation plans 
are insufficient and are creating 
some problems. Either the F&I 
people don’t make enough money 
and they leave or they don’t sell 
enough insurance products be- 
cause they aren’t motivated to do 
so. Then, when the dealer sees 
shrinking income from his F&l 


F&I operation. Equally critical, 
point out most consultants, are 
dealer involvement and the in- 
stallation of a sound, workable 
system of controls. 

“In the first place,’’ stresses 
Ford’s Larkin, “you’ ve got to have 
commitment. If you don’t have the 
commitment of the dealer or his 
general manager, then you don’t 
have an F&I program.’’ 

Larkin cites his company’s MPG 
(Make Profits Grow) program, a 
monthly maintenance system 
available to Ford and _ Lincoln- 
Mercury dealers, as an example of 
effective control. 

“We'll tell a dealer,’’ he says, 
“that if he will let us find the right 
person for him, train him at our 
training center, install in the 
dealership the controls we want 
him to use, and let us follow up on 


services and results they are get- 
ting from the various programs. 
Then pick the one that promises to 
best meet your individual tastes 
and needs. 

Another tool that is proving to 
be instrumental in making finance 
and insurance objectives jell is the 
computer. Equipment available 
from several companies can do 
everything from check customer 
credit applications to type up final 
documents. And these technologi- 
cal wonders can do it all in record 
time. 

“A valuable thing the computer 
does,’’ says one finance and in- 
surance firm official, “is make the 
customer feel like he’s actively in- 
volved in figuring his own deal. 
The buyer can sit right in the busi- 
ness office and watch payments 
and interest being worked up right 
before his very eyes.’’ 


TES Egy te rn Ger” cn “cue. SE eeu a RU RS a re a er 


¢ ‘ ‘ : 
The scarcity of credit points out 
a basic fact of dealership life: 
no matter whether you sell 
domestics or imports, the key to F&I 
success lies with the ‘F’ side 


of the business.” 


people he terminates them.”’ 
Shelly Barquist of MIC advo- 
cates what he calls “balanced com- 
pensation’ as a solution. “The 
compensation should be balanced 
so it provides an incentive and rec- 
ognizes the profitability of a par- 


ticular item and the difficulty of 


the sale,’’ he says. “I think dealers 
will find this works much better 
than paying a guy a high rate for 
the ‘lay-downs’—the easy sales— 
and then, when it comes to some- 
thing that’s really profitable for 
the dealership but requires a con- 
certed sales effort, there’s nothing 
in it for the F&I manager.”’ 
Although skilled, trained, and 
well-compensated F&I people are 
certainly important, they alone 
will not guarantee a_ successful 


his business every month, our track 
record shows we can improve his fi- 
nance penetration by 32 percent. 
Also, we can increase his per-vehi- 
cle retail income on after-the-sale 
items by 49 percent.”’ 

Of course, Ford’s MPG program 
is not the only proven system 
aimed at increasing F&I business. 
GMAC and Chrysler Credit Corp. 
also offer their dealers similar 
assistance. In addition, dealers 
should not overlook the many pro- 
grams offered by reputable in- 
surance, finance, and consulting 
firms that work closely with the 
automotive industry. 

According to expert sources, the 
best advice you can heed when 
seeking out a company to direct 
your F&I fortunes is to talk with 
other dealers and see what kind of 
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After considering the challenges 
facing dealers in today’s muddled 
market, and seeing how the pieces 
of an effective F&I program fit 
together to help meet these 
challenges, GMAC’s Al Felton 
perhaps best puts it all into 
perspective. 

“Dealers have to start out with 
the premise that 60 percent of the 
retail customers who drive a new 
car out of their place are financing 
those purchases,’’ Felton says. 
“Unless the dealer is reaching that 
percentage of buyers, he’s either 
losing car sales or he’s losing the 
many benefits that come from fi- 
nancing. All of them can have an 
important impact on the success of 
the dealership.”’ 

As we said before, it’s time to get 
F&I out of the corner. 
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U.S. Supreme Court rules on The United States Supreme Court recently decided three Truth-in- 

three Truth-in-Lending cases Lending cases that clarify consumer credit matters. These cases involve: 
whether or not the right to receive unearned premiums of physical 
damage insurance under an automobile sales contract is a security 
interest that must be disclosed under the Truth-in-Lending Act 
(Anderson Brothers Ford v. Valencia); whether or not the auto finance 
companies are creditors when they buy installment sales contracts from 
dealers (Ford Motor Credit Co. v.Cenance); and whether or not company 
credit cards are extensions of consumer credit and therefore subject to 
the Truth in Lending Act’s billing resolution procedures (A merican 
Express Co. v. Koerner). 


Anderson Brothers Ford v. Valencia 


In the case Anderson Brothers Ford v. Valencia, customers purchased 
an auto from a dealer under an installment sales contract that was 
assigned to Ford Motor Credit Co. On the front of the contract, the dealer 
had disclosed that he retained a security interest in the auto. On the back 
of the contract, there was a provision that the buyers assigned to the 
seller any unearned insurance premiums that might be returned if the 
required physical damage insurance policy was cancelled. This 
assignment was not disclosed as a “security interest.” The front of the 
sales contract did not refer to the assignment on the back of the contract. 
The buyers returned the auto before making any payments and sued 
the dealer for failing to disclose the “security interest” in the unearned 
insurance premiums. 

The United States District Court gave summary judgment to the 
buyers and this was upheld by the United States Court of Appeals for the 
Seventh Circuit. On appeal to the United States Supreme Court, 
however, these decisions were reversed. The high Court held that the 
assignment of the unearned insurance premiums did not create a 
security interest that required disclosure under the Truth-in-Lending 
Act. The Court gave great weight to the Act’s legislative history and toa 
proposed official staff interpretation of Regulation Z under the Act that 
expressly states that a creditor is not required to disclose the right to 
receive insurance proceeds or unearned insurance premiums as a 
security interest. 


Ford Motor Credit Co. v. Cenance 


The case Ford Motor Credit Co. v. Cenance is a consolidation of several 
cases involving buyers who entered into installment sales contracts to 
buy automobiles from dealers. In each case, Ford Motor Credit Co. 
(FMCC) was notified in advance about the buyers’ credit applications, 
and the dealers did not conclude the sales until after FMCC had 
approved the buyers’ credit. Each installment contract was 
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automatically assigned to FMCC through a provision on the face of the 
installment contracts and through a separate agreement between the 
dealers and FMCC. The buyers sued in district courts for violations of the 
Truth-in -Lending Act, alleging that the status of FMCC as a creditor 
was not adequately disclosed. 

The district courts ruled that FMCC was a creditor of each transaction 
and that its status as a creditor was not adequately disclosed. On appeal, 
the United States Court of Appeals for the Fifth Circuit affirmed these 
decisions. Following this decision, the United States Supreme Court 
granted certiorari and specifically found that while FMCC was a creditor 
in each instance, its status was sufficiently disclosed under the Truth-in- 
Lending Act and, therefore, there was no violation of law. 


American Express Co. v. Koerner 


Finally, the Supreme Court examined the meaning of consumer credit 
extensions in the context of company credit cards in American Express Co. 
uv. Koerner. The Koerner company applied for a company account with 
American Express so that credit cards could be issued to its corporate 
officers. Each officer was required to sign an agreement that he would be 
jointly and severably liable for all charges made through the card. One 
such officer to receive a card was Louis Koerner, Sr. 

Following a billing dispute with the Koerner company, Mr. Koerner 
was refused credit at an airline ticket window. Mr. Koerner sued for 
Truth-in-Lending Act violations, alleging that his credit had been 
cancelled during a billing dispute, in violation of the Act. Section 161 of 
the Truth-in-Lending Act prohibits certain consumer credit card 
revocations while the issuer processes billing disputes. 


The question in the federal district court was whether the use of the 
company credit card amounted to an “extension of consumer credit” so as 
to be within the protection of section 161 of the Act. The district court 
decided the Truth-in-Lending Act was not violated because it applies 
only to “extensions of consumer credit,” and not to all business uses. On 
appeal to the United States Court of Appeals for the Fifth Circuit, the 
district court was reversed for the reason that the individual assumption 
of the joint and severable liability caused the case to fall within the 
protection of section 161 because the individual is a “consumer.” This 
decision was then reviewed by the United States Supreme Court. 

The Court reversed the Fifth Circuit, and decided that the district 
court was correct after all in finding a business-use exemption from this 
provision of the Act. The use of the business credit card was not an 
“extension of consumer credit,” the Court reasoned, and therefore, the 
card could be cancelled during a credit billing dispute. 


Toyota distributor not The U.S. District Court of Maryland has ruled that consumers may be 
dismissed from overcharge allowed to recover monetary damages arising from an alleged conspiracy . 
suits between a Toyota distributor and dealers to fix an artificially high cost . 


for protective finishes and certain accessories. 

The case, In Re Mid-Atlantic Toyota Antitrust Litigation, required the 
Court to consider a motion to dismiss consumers’ claims on the ground 
that they were brought by indirect purchasers. Individual Toyota dealers 
were not named in this particular order. 

While the Court rejected the Toyota motion, this does not end 
litigation in the matter, as the case is still in pre-trial stages. The 
plaintiffs, the states of Maryland, Delaware, West Virginia, the District 
of Columbia, and an individual customer, must still prove the voluntary 
conspiracy which they allege. The Court recognized that once 
examination of the facts is completed, it might be revealed that the 
distributors and dealers did not combine or conspire to restrain trade. AE 
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ELECTRIC VEHICLES from page 23 

der the program promise to put a 
limit on the amount of their per- 
EV profit, and they also analyze 
the type of customers they’re sell- 
ing to, as well as customer re- 
sponse. 

As far as the interests of most 
dealers are concerned, though, 
EVs just don’t seem to yet be able 
to match up—or measure up. For 
every dealer who will enthusiasti- 
cally tell you he’s making $1,000 
per vehicle, there are several oth- 
ers who, while enthusiastic, have 
to admit that EVs are anything 
but a significant part of their busi- 
ness. 

Bob Luther, one of the owners of 
Auto East, Inc., sells Commuta- 
Cars and other EVs, and he admits 
that right now, he needs to sell 
used piston-rod cars in addition to 
his electrics to get by. 

He says he feels like a pioneer, 
and that seems to be a very apt de- 
scription for his operation. Though 
he sells his approximately $5,000- 
and-up Commuta-Cars at about a 
20 percent markup and expects to 
do well with a new $3995 version, 
his business has experienced a lot 
of inconsistency. 

“Many of the manufacturers,” 
he says, “are in their infancy, and 
they tend to be reluctant, or un- 
able, to give you any really set fig- 
ures or marketing strategy. Very 
few of the companies, in fact, have 
set marketing procedures, and a 
lot of them are learning as they go 
along.” 

Luther, and several other deal- 
ers, seem to have one very common 
complaint: delay in delivery, 
though Luther has had pretty good 
luck with Commuter Vehicles, 
Inc., Commuta-Car’s Sebring, Fla. 
manufacturer. There only about 
15 EV manufacturers in the U.S., 
and those 15 are not all the same 
ones that could have been listed 
last year. Companies rise and fall 
at a fairly regular rate. 

Of those in the business, no one 
can claim to have a high rate of 
production currently, though sev- 
eral can and do say significant es- 
calation of their production rates 
is either underway or due to com- 
mence soon. 

Several of those manufacturers 
that do produce any kind of quan- 
tity at all seem to be far more in- 
terested in selling to fleets. And, 
indeed, it seems much of their 


production is committed in that di- 
rection, sooner or later. 

General Motors, since it wants 
to produce an EV in volume, wants 
to produce something that will 
compete with the internal combus- 
tion car in price, as well as in sev- 
eral other respects. A dealer sell- 
ing EVs today, however, has to un- 
derstand he will be dealing in eith- 
er: conversions, which almost in- 
evitably are more expensive than 
the original car; exotic ground-up 
cars, built out of fiberglass or plas- 
tic, with a futuristic look and a fut- 
uristic price; or limited function 
cars, such as the Commuta-Car, 
which looks like a wedge of cheese 
with roll bars and big bumpers, 
and is designed to drive in 
medium-speed, in-town  situa- 
tions. 

No EV today can combine low 
price with substantial range and 
long battery life. From all indica- 
tions, the first one that does will 
probably be a van. 

GMC Truck and Coach is work- 
ing on an electric van independent 
of the corporate small car effort, 
and it is very possible that the van 
will hit the streets first. One of the 


reasons is, it could conceivably, at 
least initially, utilize a lead-acid 
battery. 

Apparently, a majority of the 
people in the EV industry have 
come to conclude that range is 
much less important in a commer- 
cial van than it is in a passenger 
car, and they feel that the better 
and more consistent maintenance 
practices commonly found among 
fleets should give a van’s batteries 
maximum battery life. Conse- 
quently, an improved lead-acid, if 
not a nickel-iron, could find itself 
at the heart of the first mass-pro- 
duced EV. And, chiefly because of 
the light demand on the range of 
the van, the van body, unlike that 
of the passenger car, will likely be 
only slightly modified from that of 
the internal combustion version. , 

Just over two years ago, GM, 
working with AT&T and DOE, put 
a fleet of 20 lead-acid vans into op- 
eration in Culver City, Calif., and 
last year, 15 vans were put into the 
employ of Michigan Bell Tele- 
phone. Together, the 35 vans have 
accumulated 160,000 miles, anda 
GMC spokesman says, “We’ve 
been pretty well satisfied with the 


CONSIDERING THE 
HIGH PRICE OF 
A NEW CAR, 
MAYBE IT’S TIME TO TELL 
YOUR CUSTOMERS 
THEY DON’T HAVE TO 
BUY ONE. 


No matter how much the cars you want to move cost, leasing 
can be a very attractive option for you and your customers. 
Especially when you work with us. Baldwin-United Leasing 


Your customers can save money. And they can drive the new 
car they want without making a big down payment, without worrying 
about depreciation, without paying heavy interest charges 

And you'll get your complete profit up front on every car you lease. 
Plus freedom from administrative expense, insurance liability, and 
collection/repossession problems. Not to mention guaranteed three-hour 


turnaround time for credit approval. 


To find out more about how leasing can be good for your business 
and good for your customers, call us today. 


East of the Rockies 


1-800-543-0369 


(in Ohio 1-800-582-7397) 


SER Baldwin-United Leasing 
Baldwtn © Automotive Division 


1801 Gilbert Avenue 


United 
Cincinnati, Ohio 45202 
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The 15 electric vans GMC Truck & Coach delivered to Michigan Bell last year ups to 35 
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the number of vehicles the GM division has on the road 


as a part of the Department of Energy demonstration project with AT&T. The lead-acid battery units have logged 160,000 miles. 


results, understanding that we 
have no illusions that these vans, 
as they are, would ever be placed 
up for sale.” 

A prototype of the nickel-iron 
battery, the same spokesman says, 
will be ready for testing before the 
end of the year—on test stands and 
in vehicles. 

If GM—or somebody else in the 
U.S.—doesn’t come up with some 
sort of successful EV, or doesn’t 
come up with one until very late, 
will Japan be in a position to usurp 
the market? Probably not, but... 
there’s that word again... 
maybe. 


From 1971 until 1978, the Japa- 
nese government was working 
very closely with several of Ja- 
pan’s larger auto and battery man- 
ufacturers, but, perhaps because 
of the fact that electricity is very 
expensive in that country, the si- 
tuation has changed. According to 
several American experts who not 
too long ago completed a tour of Ja- 
pan’s electric vehicle progress, 
America is probably ahead in 
electric battery technology, as 
well as in several other technologi- 
cal areas related to the electric. 


However, despite that, Japan, in 
the opinion of knowledgeable peo- 
ple such as Dr. George Tesar of the 
University of Wisconsin, is at least 
somewhat ahead of us in testing 
and exploring markets for EVs. 
Already, the Japanese have set up 
test markets, of a sort, in places 


such as Sydney, Australia and 
Costa Rica, and that seems to say 
rather loudly that Japan does see 
the EV as an exportable item. 

If their technology should catch 
up to their marketing prepared- 
ness, they might be able to service 
the U.S. market rather quickly. 

Lead-acid, nickel-zinc, and 
nickel-iron are the three batteries 
that will help determine whether 
or not EVs in heavy numbers will 
be a reality by mid-decade, but 
some additional technology is 
coming on fast and may, in the 
end, make or break electrics as a 
powerful force in the motor vehicle 
industry. 

General Electric’s prime project 
in this arena is the sodium-sulphur 
or “Beta” battery. Admits the com- 
pany’s Beta battery program man- 
ager, Jack Bast, “Our focus until 
the end of ‘80 was on stationary 
(i.e. utility company) applications, 
but a program in the United King- 
dom that’s been concentrating on 
vehicle propulsion has been going 
on for 15 years. Now, our efforts 
have been combined, and our 
target for the program, as a result, 
is to accomplish demonstrations of 
the battery for both utility and 
vehicle applications by the 1985 
time period. And, we would expect 
to have a commercial product very 
shortly thereafter.” 

The Beta has an operating tem- 
perature of 330-degrees Centi- 
grade, creating safety and other 
concerns, but GE is looking for 
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ways the battery can be serviced 
cold. Initially, it has to be brought 
up to temperature by off-board 
heaters, but GE’s aim is to insu- 
late it well enough to enable it to 
stay at operating temperature for 
a considerable period of time while 
idle. 

Paul J. Brown, DOE’s electric 
and hybrid vehicle division direc- 
tor, says the Beta “certainly has 
promise,” because “its energy den- 
sity (the amount of range in a 
charge) is pretty attractive.” 

Says GE’s Bast, “We're shooting 
for 1300 cycles and a range of 120 
to 150 miles with the Beta, for a to- 
tal battery life of 125,000 to 
150,000 miles.” That’s three to five 
times what General Motors ex- 
pects out of the nickel-zinc. 

Says Bast again, “Reliability, at 
this point, is the key issue. We’ve 
proven the concept works, but now 
the problem is to come up with a 
system that can be made to last a 
long time. We believe this battery 
has the best balanced approach to 
being a good product. We feel the 
cost and performance will be the 
best of all the advanced systems 
under study. Sodium and sulphur, 
after all, are both lightweight, 
abundant, and inexpensive, and 
the resultant energy density, as I 
indicated, is excellent. There’s al- 
so a tremendous potential here for 
preserving scarce natural resour- 
ces. 

The primary program at GM Re- 
search is the development of the li- 


thium-iron-sulfide battery, some- 
what of a sodium-sulphur sister. 
Like the Beta, it is a high (450-de- 
gree Centigrade) temp battery, 
with twice the energy density, GM 
says, of nickel-zinc. Also like the 
Beta, GM says, it has corrosion 
problems and a lack, at this time, 
of sufficiently roadworthy hard- 
ware. But the potential is intrigu- 
ing. 

Bsthor possible battery of the 
future is zinc-chlorine, and it does 
have many advocates. But it hasa 
way to go, and the bulkiness of the 
componentry probably will rele- 
gate it to vans. 

Finally, perhaps, (but don’t bet 
on it) there is the air-aluminum 
power cell, being worked on by 
DOE and the Lawrence Livermore 
Laboratory in Livermore, Calif. It 
is fueled by water, and it has some 
possibilities, but in this case, not 
before 1990 at the earliest. 

As we said earlier, being an EV 
dealer also has some possibilities, 
and it also has some fairly solid ad- 
vantages. Because the electric 
vehicle is so unique, several deal- 
ers have been able to take advan- 
tage of the television exposure of 
the local news simply by virtue of 
being the first EV dealer in the 
area. Others have _ generated 
coverage with rallies from one 
well-known point of town to anoth- 
er, and several dealers have found 
mall shows, energy shows, and 
other such events extremely help- 
ful. 

Dealers in the electric vehicle 
business say, however, that all the 
free and paid advertising in the 
world can be misspent thoroughly 
if the new EV dealer doesn’t try to 
identify and map out very early-on 
just who and where his market is. 
To know for whom his cars are 
suited, he has to understand what 
they can do: their range, pickup, 
and so forth. He has to be extreme- 
ly forthcoming with potential cus- 
tomers as to the plusses and the 
minuses of his car, and he has to 
try and make sure they under- 
stand what those plusses and min- 
uses can mean to them. 

Says Bill Bales Jr., VP of Opera- 
tions for well-known EV manu- 
facturer Jet Industries, “Our prob- 
lem is not the range of the car, or 
anything like that. It is changing 
people’s minds as to what they 
need in a vehicle.” Recently, a few 
rather enterprising dealers found 
they could achieve that particular 


goal through leasing, and through 
daily renting. It is a marketing 
move that some executives in Gen- 
eral Motors, for instance, think 
should be THE marketing move. 

Right now, the electric vehicle 
industry is struggling, and it has 
still to grapple with some very key 
questions. Since it’s possible to de- 
tect individual battery cells that 
need replacement, for instance, 
might it be possible soon to remove 
interior sections of the battery 
during servicing, rather than the 
entire battery pack? The answer 
still belongs to the future. 

So too does a satisfactory answer 
to the question of cost, and to ques- 
tions such as, “Where do I get it 
fixed if I happen to have a prob- 
lem?” 

Most EV dealers today, like Bob 
Luther, really have not invested 
much of anything at all towards 
service, be it manpower, or equip- 
ment, or space. The subject, in fact, 
seems to almost universally evoke 
an industry-wide comedy routine: 
“What kind of service equipment 
do you need?” “A pair of pliers and 
a screwdriver will do nicely.” 

The problem is, of course, that 
with EV volume extremely low, 
it’s impossible to justify an exclu- 
sively-EV service operation, and 
for many EV-only retailers, a pair 
of pliers is about the only afford- 
able equipment. Luther, for exam- 
ple, gets part-time help when he 
needs it from three different indi- 
viduals. 

The job of service gets done with 
such an arrangement, but only in 
the sense of the near-term. It’s a sit- 
uation that does little to inspire 
consumer confidence or industry 
sales, and it’s a situation that 
tends to prevent dealers from get- 
ting an accurate “read” on the ser- 
vice problems that are occuring. 
That situation itself does not do 
much at all for product improve- 
ment. 

In the words of DOE’s Brown, 
“The EV industry is a fledgling in- 
dustry that’s growing in its capa- 
bility, but it’s still going to be very 
small for quite a long time. The 
federal government is awfully en- 
couraged that there is such an evi- 
dent EV interest out there, but un- 
fortunately, I still think we need 
government involvement: I doubt 
that any manufacturer, given the 
economic circustances today, is 
ready to move any too fast toward 
EVs any too soon.” ® 
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S.A.A. offers Hole-in-One 
and Perfect (300) Game 
bowling insurance for 
those who want to be 
involved in both the 
community and 

sporting events. 


You gain recognition for 
offering appealing prizes 
(from $1,500). .. but you 


only have to pay our low 
insurance premium. 

Get involved at our risk. 
For a free quote call 


Dennis Chase at: 
800 854-3527. 


In California call, 
714 957-6052. 
Sports Achievements 
Association 


3198 F Airport Loop Drive 


Costa Mesa, CA 92626 


REAL-WORLD 
REASONS WHY 
YOUR AUTO BODY 
REPAIRERS AND 
PAINTERS SHOULD 


© Certification offers the most 


meaningful and most universally 

accepted credential attainable for 
collision specialists. Cost for both 
tests, including registration fee is 


only $30. One test costs only $20. 


Preparing for the tests through 
attendance at technical clinics or 
by reviewing study materials will 
sharpen their skills. 


Certification will make the 
motoring public more aware of 
your dedication to professional, 
quality service. 


GET THE LEAD OUT — 
GET 'EM CERTIFIED! 
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COMPUTER CRIME from page 16 

Even if the possibility of vandal- 
ism is remote, managers should 
take steps to protect their most 
valuable commodity—their com- 
puter software—from loss or dam- 
age, be it accidental or intentional. 
As a matter of course, all compu- 
terized master files should be co- 
pied twice: One copy to be kept on 
the premises and another to be 
stored daily at another location. 
This ensures company continuity 
in case the dealership is damaged 
by fire, storm, earthquake, or oth- 
er disaster. 

Some micro-systems have tele- 
phone hook-ups so that company 
personnel can communicate with 
the computer from terminals in 
their homes. While this is a desira- 
ble convenience, it also leaves the 
computers vulnerable to anyone 
who has learned or, as was the case 
in our fictitious scenario, can man- 
ufacture a password. Remote links 
to micro-systems should therefore 
be avoided unless other more so- 
phisticated safeguards have been 
instituted. 


Segregation of Duties 


Dividing design and operational 
responsibilities among numerous 
employees is one of the simplest 
and surest ways to keep a com- 
puter system honest. When no sin- 
gle employee knows how the en- 
tire computer system operates, 
chances are remote anyone will be 
sophisticated enough to abuse it 
for his or her own ends, 

Unfortunately, in most dealer- 
ships, such segregation is not feas- 
ible. Usually the programmer, op- 
erator, and analyst are one and the 
same person. Such concentration 
of responsibility places the busi- 
ness in a precarious position. 
While it may limit the number of 
suspects should fraud occur, it also 
greatly lessens the chances that 
such fraud will ever be caught. 

The extreme vulnerability of 
simple micro-systems is the rea- 
re physical security is so essen- 
tial. 


Internal Safeguards 


Beyond physical and organiza- 
tional procedures, there are other 
measures that can be taken within 
the computer system itself to pre- 
vent unauthorized use. 


The most common of these is the 
password. In this case, the termi- 
nal operator must enter a specific 
code before access to computer 
software can be gained. 

In more sophisticated systems, 
special passwords may be required 
to perform any number of individ- 
ual operations. Also, specific ter- 
minals may be assigned a prede- 
termined set of functions and for- 
bidden access to other programs. 
These procedures help ensure that 
no individual can perform a func- 
tion for which he or she is not auth- 
orized. 

To maintain the effectiveness of 
such a preventive system, pass- 
words should be changed periodi- 
cally along with the access phone 
number. This helps negate any in- 
formation gathered by unautho- 
rized parties. Also, should an em- 
ployee resign or be terminated, his 
or her access codes should be 
changed immediately. Any laxity 
in this area could cost a dealership 
thousands of dollars in only a few 
minutes. 


“The need for firm 
and effective controls 
exists wherever a 
computer is present.” 


Detective safeguards may also 
be implemented to preserve a sys- 
tem’s integrity. For example, a 
computer can be programmed to 
flag any operation that does not 
conform to an established norm, 
such as a payroll check being writ- 
ten above a specified number of 
dollars. 

Such software is not inexpen- 
sive; it takes great knowledge 
and skill to write and implement. 
In the case of mini- or micro-sys- 
tems, these safeguards can often 
cost more than the computers 
themselves. But they are a neces- 
sary expense if opportunities for 
theft and fraud are to be eliminat- 
ed. 


The Role of the Auditor 


As business computers have 
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proliferated and their operation 
has become simpler, many audi- 
tors have become not only authori- 
ties in the detection of electronic 
abuse, but experts in its preven- 
tion as well. 


An auditor begins by studying 
all computer functions and elimi- 
nating those operations not signif- 
icant to the accounting process, 
such as word processing, statisti- 
cal analysis, graphics generation, 
and any other program not direct- 
ly involved in the dollars-and- 
cents aspects of doing business. 

The auditor then evaluates how 
well the computer has actually 
performed the functions to which 
it has been assigned. Sample fi- 
nancial transactions are selected 
by the auditor via computer-as- 
sisted procedures. These records 
are then checked with the original 
source material to see, for exam- 
ple, that bills paid correspond ac- 
tual invoices received. Likewise, 
the auditor verifies that incoming 
bills, invoices, orders, and other 
source material generate approp- 
riate responses from the computer. 


Financial records are always re- 
moved from the company during 
investigation and placed on inde- 
pendent computer systems for pro- 
cessing by the auditor. This cir- 
cumvents any possible tampering 
with the original system and helps 
turn up any discrepancies that 
may have occurred. 


Just as auditors can scrutinize 
existing systems, so can they de- 
sign or recommend safeguards for 
new computer operations. Even 
small computer systems, where 
software is often programmed 
with a total disregard for controls, 
should be inspected by a knowl- 
edgeable accountant before instal- 
lation. 


Opportunities for electronic 
fraud are growing every day. Col- 
leges and universities are now 
graduating students with more 
knowledge of data processing than 
seasoned experts had a mere 10 
years ago, while at the same time 
computers are becoming simple 
enough to be operated by a compe- 
tent 10-year-old. 


Unless dealers assume personal 
responsiblity for policing internal 
computer operations, there will be 
a veritable explosion of electronic 
theft and fraud in the years to 
come. FE 
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SERVICE #4 DEPARTMEN 


Douglas Eickhoff 


Creating A Good Impression 


out of town when suddenly 
one of the kids becomes ill. 
Being in a strange place, your wife 
has no choice but to pick a doctor at 
random from the Yellow Pages 
and hope for the best. The doctor 
agrees to see your child in his of- 
fice, so your wife gets in the car 
and drives across town. 
On the third floor of a dark, run- 
down building is the doctor’s of- 


% your wife and children are 


“When a customer 
walks in to your 
service department 
what does he see?” 


fice. Your wife knocks on the door 
and enters with your child. The re- 
ception room is dimly lit and unti- 
dy, and the furniture is rather 
worn. It all makes your wife unea- 
sy. Is she doing the right thing? 

Obviously, the reception room 
has nothing to do with how well 
the doctor performs his job. It is on- 
ly aroom, after all, and doesn’t af- 
fect the quality of his work. This 
doctor may well be the best M.D. in 
the area. But no matter how com- 
petent he is, you have formed an 
initial impression of both the man 
and his skills. 

Why do doctors, attorneys, and 
other professionals spend tidy 


sums on their reception rooms? 
Why do they go out of their way to 
create clean, tastefully decorated 
work environments? Because it 
builds trust. In the eyes of the cus- 
tomer, the appearance of the work 
space is a reflection of the qualify 
of the workman. The impression of 
order and tidiness exuded from a 
reception area can go a long way 
towards winning the confidence of 
any customer. 

Your service department is no 
different. When a customer walks 
into your service department, 
what does he see? Is he greeted 
with cleanliness and order, or dis- 
array and confusion? Put yourself 
in the customer’s shoes and take a 
fresh, objective look at your ser- 
vice area (if not the entire dealer- 
ship). 

Cleanliness is everybody’s re- 
sponsibility, from the service man- 
ager to the service technicians. 
Part of their duties should be keep- 
ing their own work areas clean and 
neat. You may hear some grum- 
bling, but I’ve found the best em- 
ployees are concerned about the 
appearance of their workplace and 
take pride in it. 

One of the areas in the service 
department that gets dirty most 
easily is the floor. If you haven’t al- 
ready, strip and seal the floor of 
the service area to keep grease 
from penetrating the concrete. 
And periodically mop the custo- 
mer service lane where cars arrive 
for repairs. On rainy days, squee- 
gee the entire floor throughout the 


day so water doesn’t accumulate. 

Another area that gets neglect- 
ed is the space under the mechan- 
ics’ benches. Lift them up periodi- 
cally and give the floor a good 
scrubbing. Each week, the floor 
drain should also be pulled up and 
cleaned to eliminate offensive 
odors and build-up. 

The service department is an ad- 
vertisement for your dealership. If 
it’s clean and comfortable, people 


“Draw up a daily 
maintenance plan for 
the service area and 
stick with it.” 


will be more inclined to do busi- 
ness with you. Bright lighting and 
freshly painted walls add cheer to 
any waiting room. So does a selec- 
tion of current magazines and dai- 
ly newspapers on a coffee table. It 
doesn’t cost much to provide, and it 
sure makes the customer’s time 
pass faster during a wait. Big ce- 
ramic urns filled with white sand 
make good ashtrays. They’re at- 
tractive and easy to keep clean. 
Draw up a daily plan of mainte- 
nance for your service area and 
stick with it. Not only will your 
employees be happier, your custo- 
mers will find the dealership a 
more pleasant place to visit. AE 
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BLOCK 


t was my genuine pleasure re- 
cently to spend a couple of 
days in Atlanta visiting with Jack 
Charlesworth of the Atlanta Auto 
Auction. Jack and I go back a few 
years, when he was with American Motors and, later, 
with Chevrolet. Those of you who know Jack will 
agree he is easily one of the most qualified people in 
the business of merchandising used cars. 

One also must be impressed with the efficiency of 
operation of the Atlanta Auction and the obvious high 
morale of the employees. 

The sale was a good one. Just about 70 percent of 
the cars were sold, which makes for a good day, in- 
deed. I was surprised by the extent of the draw. Jack 
claims he draws upon 12 states, and I would find it 
hard to argue with him. Of course, the Atlanta Auc- 
tion enjoys certain benefits which some other auctions 
don’t have. It is within easy reach (just minutes) of a 
major airport, and there is an almost endless variety 
of hotels and motels in the immediate area. Plus, the 
auction is readily accessible by automobile. 

But, let’s get to the point and pass on to you some of 
Jack’s thoughts about how to attract fleet business. 

Jack observes that industry forecasts, as far back as 
1967, projected fleets would take from 25 to 50 per- 
cent of factory production. One might take a few 
minutes to define fleet, but suppose we describe it as 
car sales to other than an individual for personal or 
business use. That is pretty broad, but fleets are not 
determined by the numbers of cars in use but rather 
the purpose and method of management. Whatever 
the volume, it is already large and growing. 

The Atlanta Auto Auction has created a Fleet Ser- 
vices Department headed by Warren Waldrep. He will 
be ably assisted by Lem Kendrick, formerly of 
Chevrolet, and Sue Eason. Atlanta intends to seek 
fleet business and to be prepared to handle it when it 
comes. One lane of the auction is keyed to fleet sales. 
Fleet volume in Atlanta is already healthy and every- 
thing points to continued growth. Warren is currently 
serving banks, financial institutions, rental com- 
panies, lease companies, and commercial fleets. 

Jack says the Atlanta Auction has been receiving an 
increasing number of cars from fleets, and often the 
instructions include the address to which the check is 


Jack Charlesworth 


to be mailed— the fleet management company or the 
lessor. This would appear to indicate a degree of dis- 
satisfaction with present disposal arrangements ... 
namely, the users believed they could do better going 
into the market with their cars rather than selling 
them through other channels. Quite possibly, the 
widespread publicity given to the strength of the used 
car market prompted many users to choose direct dis- 
posal and, according to Jack, it appears they are 
delighted with the numbers they see! 

So, what can the wholesale auction use to tempt the 
big users into the direct disposal of their cars via the 
auction? The big user wants the same thing the 
wholesaling dealer wants: maximum dollars and a 
quick, clean sale. Jack has listed some of the questions 
put to him by potential fleet customers. These ques- 
tions may seem basic, but aren’t most things pretty 
simple if we choose to delete the window dressing? 

@ How are the cars to be sold going to be picked up 

and what costs are involved? 

e Arecondition reports prepared by impartial pro- 
fessionals? 

e Are the vehicles to be offered for sale brought up 
to a condition which will provide the maximum 
NET check? 

@ How fast can the vehicles be turned? 

e Is the bidding competitive? 

@ What is the quality and quantity of payment? 

Any well-established auction should be able to field 
questions like these with ease. But why wait for the in- 
quiry? Why not seek out this business, perhaps more 
aggressively than is now being done? Auctions con- 
tinually endeavor to convince new and used car 
dealers that the auction is the place to buy and sell, 
and that only through open and competitive bidding 
can you get top dollar. Why not take the same argu- 
ment to the fleets? Jack Charlesworth believes this is 
an area of great potential, and it is his clear intention 
to go to the mountain since it is rare that the moun- 
tain comes to us. 

As we moved about the auction, Jack commented 
upon this or that dealer. One dealer, who looked like 
he might be home from college for the summer, had 
brought in more than 12 cars from Ohio. Another 
dealer—a new car dealer— brought in a fair number 

(Continued on page 49) 
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GRAND RAPIDS AUTO 
AUCTION David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 2380 
Port Sheldon Rd., Jenison, MI 
49428. Telephone: (616) 669-1050. 
Tuesday 12:00 noon. 


SOUTHWEST AUTO AUCTIONS 


Lease and fleet accounts welcome. 


BIG H AUTO AUCTION A Deal- 
ers Auction. Fleet lease and fac- 


Our Primary Business tory sale every Tuesday 11:30 a.m. 
701 North Shepard Dr., Houston, 


is helping you get TX 77007. Telephone: (713) 869- 


Top Dollar for your fleet 0164. 
CALL HANK FULOP 
SKYLINE AUTO AUCTION | DALLAS AUTO AUCTION 
Dealers only. Fleet and leasing. 


100 Route 46, Fairfield, N.J. 07006 
Ford Motor Co. factory sales. Loca- 


THROUGHOUT N.J., N.Y., 
EASTERN PA. AND CONN. 


(201) 227-0100 


Member NAAA and NAFA. 3420 
South 48th Street, Phoenix. Tele- 
phone: (602) 894-2211. 


NORTHWAY EXCHANGE INC 


DEALERS’ AUTO AUCTION 
Route 146, P.O. Box 440 
Clifton Park, N.Y. 12065. 


TNS 


(518) 371-7500 
a, @ Gy 


‘Our Service Does Not Cost - It Pays’’ 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104. 


MID STATES AUTO AUCTION 
Sale every Wednesday, 6 p.m. and 
every Friday 12:00 noon. PER- 
SONAL ATTENTION given in 
the handling of vehicles for Fleet 
Operators and Leasing Firms. Lo- 
cation: 25784 Western Ave., South 
Bend. Telephone: (219) 289-7767. 


tion: 4226 E. Main, Grand Prairie, 
TX 75050. Telephone: (214) 264- 


2344. Pick up available. 


_ Aworld of trust...for 
_ buyers and sellers. 


MANHEIM AUCTIONS, P.O. BOX 4667 ax PA APOE 
) 569-4561 


ree: 


If you're like most dealers, you're looking for 
a single source of quality cars and qualified 
buyers—a source for inventory regulation 
you can trust, time after time. 


You're looking for the world of Manheim 
Auctions. 


Knowledgeable dealers from coast to coast 
have already found it. They trust the Man- 
heim system of service to give them an unri- 
valed selection of cars. And they count on its 
program of comprehensive support services, 
backed by unquestioned professionalism, to 
make balancing their inventories easier, 
quicker and more pleasant. 


But most of all, they have confidence in 
Manheim's ironclad policy of fair and equal 
treatment to help them get the cars they 
need to stay competitive—at competitive 
prices. 


They know there's a world of trust at a 


Manheim Auction. And you will, too, the first 
time you visit. 


1 MANHEIM AUTO AUCTION, Mv 


2 NATIONAL AUTO DEALERS EXCHANGE 


3 FREDERICKSBURG AUTO AUCTION 


fe or ee a 4 KANSAS CITY AUTO AUCTION, « 


5 LAKELAND AUTO AUCTION h 


9, \) 
“«tio® ae ft o 
Ye a 6 ATLANTA AUTO AUCTION 


SOUTHERN 


7 HIGH POINT AUTO AUCTION 


8 BUTLER ‘AUTO AUCTION 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There's an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


9 METRO MILWAUKEE ~—_ AUCTION, 


10 FLORIDA AUTO AUCTION oF ORLANDO 


11 FRESNO AUTO DEALERS AUCTION 


12 CALIFORNIA ‘auto DEALERS EXCHANGE A 


13 AMERICAN AUTO AUCTION, 
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The Importance of Communication 


doubt anyone can ignore the im- 

pact used cars have had on vir- 
tually every new car dealer’s 
operation. Hundreds, probably 
thousands, of dealers have stated: 
“Without our used car operation, 
we could not have made it.’’ And 
yet, it is a side of our business that 
is consistently ignored by many 
who should really know better. 

It would be pointless to get off 


“As Humpty 
Dumpty said to 
Alice: ‘A word 

means what I 


choose it to 


mean? ” 


on the old “the factory doesn’t 
care about used cars’’ tangent, be- 
cause it has been said often enough 
and possibly too often. But, how 
about our own trade groups? What 
are they doing in this regard? 

Last month, I read the conven- 
tion program of a large automotive 
trade association. This is not a per- 
ipheral group but rather one that 
deals directly with automobile 
dealers. Yet, I saw nothing in the 
program that related to the 
marketing of used cars. I found 
this strange, because used car buy- 
ing and selling is an area in which 
many new car dealers need and 
seek assistance. 

I recently chatted with several 
auto auction managers; in fact, 
this is now part of my routine. Auc- 
tions want very much to increase 


their business with new car 
dealers, and I found that few had 
any well-defined program to 
achieve this end. One auction 
operator explained that he made a 
financial contribution to the con- 
vention fund of the new car 
dealers’ association in his state but 
that he no longer attended. 

He was frank in explaining why: 
when he introduced himself, some 
of the dealers in attendance 
wanted to know why he was “at a 
new car dealers’ convention.’ He 
observed, “they didn’t mind taking 
my money, but I got the distinct 
feeling that my attendance was 
something less than essential.’’ 

That’s too bad. I think an ex- 
perienced auction operator could 
bring much of real value to any 
dealer meeting, new or used. 
Speaking of new or used .. . I guess 
most dealers trade in used cars as 
well as new. Even in the best of 
times— and these are not the best 
of times— learning is mandatory. I 
once heard a dealer’s general man- 
ager disparage a workshop lecturer 
as a “factory man,”’ The implica- 
tion was clear: what could a fac- 
tory rep teach a dealer about auto- 
mobile merchandising? Most 
likely, quite a bit. An intelligent 
and observing person can hardly 
look at hundreds of operations 
without learning something, even 
from a “factory man.’’ 


The Meaning of “Clean’’ 


If a word always meant the same 
thing to all peoples, I guess a few 
wars might have been avoided, the 
divorce rate would be half of what 


it is now, and family arguments 
would be reduced to almost 
nothing. Let us consider the word 
“clean.’’ Now, right off, I can tell 
you that “clean’’ means one thing 
to me and quite another to our 14- 
year-old son. You know what I 
mean; you have just taken your 
seat at dinner and you turn to your 
pride and (sometimes) joy and ask, 
“Did you wash your hands?’’ The 


“The used car 
side of our 
business is 

ignored by many 
who really should 
know better.” 


subject’s appendages are held with 
fingers outspread. The owner looks 
first at the palms and then reverses 
his hands to examine the backs. 
The reply comes, ““They’re clean.”’ 
Now, any parent knows what that 
means. Visibly clean, perhaps; 
surgically clean, no way! Sanitary? 
Hmmm, depends upon how clean 
your dog is. So, what’s a clean dog? 
Let’s get back to cars. 

I have a continuing quest in life. 
I am endeavoring to learn what is 
meant by the adjective “clean’’ as 
it applies to used cars. Everyone 
speaks of a “clean car’’ as being 
the standard of the industry. The 
NADA Guidebook, as well as most 
others, says the published values 
represent a “clean car.’ I am 
curious as to what is a “clean car.’’ 

Automotive consultant Denny 
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Kuhn says a “clean car’’ is an 
average car which has had its ap- 
pearance professionally recondi- 
tioned. I didn’t push him, but I 
think he would include a set of 
good tires. Lou Fazio of the Balti- 
more-Washington Auto Auction 
took a few minutes before he re- 
sponded. His clean car would not 
only be as clean as Kuhn’s, but it 
would have a good vinyl top, pin- 
striping, and new or nearly new 
whitewalls. Atlanta’s Jack 
Charlesworth adroitly tossed the 
question back to me, but he seemed 
to agree more with Kuhn than 
Fazio. 

Who cares? Well, I care. I dislike 
loose ends, and I dislike vague 
terms. I have often made a 
reference to Humpty Dumpty, who 
said to Alice: “A word means what 
I choose it to mean.’ I am sure I 
have probed into the meaning of 
clean as it applies to used cars in 
earlier columns. One reason why I 
am curious as to the difference be- 
tween an average car and a clean 
car is the use of the terms in 
guidebooks. A book which com- 
petes with NADA’s lists cars by 
category, as does one of NADA’s, 
and I am curious to know the 
reasoning behind the wide dollar 
spread between ‘average’ and 
“clean.’’ One assumes both catego- 
ries include a mechanically sound 
car with an absolute minimum of 
body marks. If this is true, what 
does it take to upgrade the rubber 
and appearance? Surely not the 
kind of dollars indicated by the 
spreads. 

I would very much appreciate 
the comments of any reader. How 
would you describe a “clean car?”’ 
Please don’t tell me “ready for 
sale’ or “front line ready,’’ be- 
cause that would be akin to 
answering a question with a ques- 
tion. 


I see that I was quoted in the 
August edition of Money as saying, 
“There’s a buyer for practically 
anything that runs.’’ Too bad the 
reporter, Ed Henry, called me 
prior to my Atlanta visit. There, in 
the fleet lane, with the red light on, 
were several repos being towed 
before the block. They all sold, too. 
Next time, I will say “anything 
that moves.’’ Oh, well, Atlanta is 
no different; cars get towed 
through lanes in many auctions. In 
fact, in one big auction in the west, 
the push technique is preferred! Ae 


MAKING MONEY from page 34 
er takes delivery, he leaves with 
every piece of paper he’ll ever need 
during the life of his new car.” 

King says he thinks the com- 
puter also has the knack of mak- 
ing customers feel more secure 
about their contract. 

“I think many people find a ma- 
chine more believable than a per- 
son,” he offers. “We have the 
screen of our computer turned so 
the customer will see the figures of 
what’s going to appear on the con- 
tract and it becomes a believable 
thing. They see the payment and 
the APR flash up there and they 
know it’s authentic.” 

In the final analysis, what does 
Louis King recommend to dealers 
who are pondering the plunge into 
serious F&I activity? 

“All I can say,” he says, “is that 
dealers who aren’t seriously com- 
mitted to finance and insurance 
must like something about the car 
business other than making mo- 
ney. They must be selling cars for 
something other than financial re- 
ward, because the F&I depart- 
ment definitely creates a profit 
center.” AE 


AUCTION BLOCK from page 46 
with the instructions that none was 
to come home. The cars would go at 
the market, whatever the market 
was. A wise man... We learn so 
hard that your first loss is often 
the easiest . . . and smallest. 
Another point which Jack raised 
involved oil changes and lubes. 
With the increasing use of self-ser- 
vice gas stations, many routine 
maintenance checks are being 
neglected. Oil levels can become 
dangerously low, and filters may 
become so clogged as to lose all 
effectiveness. Jack recommends an 
oil change and filter change prior 
to offering the car for sale. The 
buyer may not do it, and any subse- 
quent failure would be to the detri- 
ment of the seller. It would seem to 
be an excellent $10 investment. 
Incidentally, Ruth Hart and 
Homer Stephens of the Toronto 
Auto Auction also spent a week 
with Jack observing his operation, 
especially his data processing set- 
up. It seems that problems com- 
mon to the industry do not stop at 
the border. Ai 


CALENDAR 
CALENDAR 
CALENDAR 
CALENDAR 


September 


17 to 27. International Motor 
Show, Frankfurt, West Germany 

18 to 21. National Tire Dealers 
and Retreaders Association Con- 
vention, Convention Hall, Dallas, 
TX 

21 to 22. American Automobile 
Leasing Association Midyear 
Meeting, Drake Hotel, Chicago, IL 

24 to 26. World Truck Sympo- 
sium, Cobo Hall, Detroit, MI 

24 to 26. Truck Body and Equip- 
ment Association Convention, De- 
troit Plaza Hotel, Detroit, MI 

24 to 27. Virginia Independent 
Automobile Dealers Association 
Convention, Ramada Inn, Virgi- 
nia Beach, VA 

28 to 30. Automotive Sales 
Council Fall Meeting, Arlington 
Park Hilton, Arlington Heights, 
IL 

29 to Oct. 1. Automotive Market 
Research Council Meeting, Hous- 
ton, TX 


October 


11 to 14. Northern California 
Motor Car Dealers Association 
Convention, Monterey, CA 

19 to 22. National Safety Coun- 
cil Congress and Exposition, Pick- 
Congress Hotel, Chicago, IL 

21 to 23. International Electric 
Vehicle Exposition and Sympo- 
sium, Convention Center, Balti- 
more, MD 

21 to 25. 1982 International Au- 
to Show, Kingdome, Seattle, WA 

21 to 31. London Motor Show, 
Earls Court, London, England 


November 


3 to5. Automotive Parts and Ac- 
cessories Association Show, 
McCormick Place, Chicago, IL 

3 to 6. Recreation Vehicle Indus- 
try Association Dodger Show, 
Dodger Stadium, Los Angeles, CA 

8 to 12. Equipment and Tool In- 
stitute Annual Meeting, The Can- 
yon Hotel, Palm Springs, CA 
EE 
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SELLING YOURSELF from page 30 
Always be ready for the close. 
Always have a blank order form 
and credit application on your 
desk. As you get information, put 
it directly on the form. It will elim- 
inate the time consuming, and 
dangerous, process of transferring 
information from your pad. 


“Spike” or nail down the sale 
any way you can. Get as much mo- 
ney as you can. The small deposit 
deal can quickly dissapear. Make 
delivery as soon as you can. Give 
the customer reasons and incen- 
tives to take it early. Protect your- 
self from “buyer’s remorse.” 


Actually, There is very little 
luck in selling, and the sale is only 
the tip of the iceberg. Selling is an 
on-going process. Most salesmen 
have the mental and physical tools 
to do what I’ve done, but most 
won’t because they really don’t 
want success badly enough. You 
have to want it, and you have to be 
honest enough to realize that real 
selling is real work. If you do, the 
rich reward is yours. Care about 
your prospect and give adamn. A 


MOVING? : 


Don't Leave AZ 
Behind! 


g /f youre moving soon, please 
i fill in the coupon below and 
8 send your current mailing label 
, to: Automotive Executive, 
y 2400 Westpark Dr., McLean, 
1 VA 22102. 
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: State, Zip 


Please allow 4-6 weeks for address 
g change to take effect. 


COMMENTARY from page 1 

Congress must also come up 
with a practical definition for 
“tampering” in connection with 
disconnecting, destroying, servic- 
ing, and repairing emission con- 
trol devices. Dealers are often un- 
willing to service and repair emis- 
sion control devices, because they 
are uncertain whether their ac- 
tions will be regarded as tamper- 
ing. This means that consumers 
are left driving vehicles with 
faulty emissions equipment 
which, rather than helping clean 
up the air, contributes to pollution 
problems. 

Congress must clear up this con- 
fusion to ensure that the Act does 
the job it was meant to do—and 
that dealers are clear on what ser- 
vice they may perform and what 
service they may not. 

Penalties for dealers or others 
who tamper with emission control 
equipment should be equalized. 
Currently, the Act calls for imposi- 
tion of a $10,000 civil penalty per 
violation by a dealer and $2,500 
per violation by any other automo- 
tive repair firm. Why should deal- 
ers be singled out for harsher 
treatment? Technical service bul- 
letins and repair manuals and 
proper replacement parts are all 
widely available throughout the 
automotive service industry. An 
independent automotive repair 
shop that tampers with emission 
control equipment is just as guilty 
as a franchised dealer who does, 
and the fines should reflect this. 
Post-sale tampering provisions 
should also be extended to private 
individuals. 

These changes will not weaken 
the Act. They will simply make it 
more cost-effective. Improving the 
quality of our environment is a 
many-sided issue. None of us 
wants to see our country obscured 
by clouds of smog and pollution. 
But our businesses—our means of 
earning a living—can’t be sacri- 
ficed either. We must find a way to 
balance environmental protection 
and the necessities of revitalizing 
the economy—and our motor vehi- 
cle industry. 

These changes to the Clean Air 
Act will go far in achieving this 
balance. Congress must act quick- 
ly to get an efficient and equitable 
act on the books before irreparable 
damage is done to an industry vi- 
tal to our nation’s economic 
health. 
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Showcase 


WHAT'S NEW ON THE MARKET 


The Airgo deflector is a fiber- 
glass add-on device designed to 
minimize drag on the blunt van 
body, thereby saving fuel. Avail- 
able in five heights, the Airgo fits 
conventional straight vans and 
cut-away vans with vertical ex- 
posures of from 20 to 60 inches. 
Options permit cargo to be car- 
ried in the interior of the Airgo, 
with entry from either the out- 


Facet is now offering its solid 
state fuel pumps with a zinc 
and dichromate finish. The new 
finish provides corrosion resist- 
ance and added longevity. In 
addition, this finishing process 
eliminates the production of en- 
viromentally harmful bypro- 
ducts. Manufacturer: Automo- 
tive Components Marketing, 
Facet Enterprises Inc., Elmira, 
NY 14903. 
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Facet 


ELECTRIC 
FUEL Pump 


Information and photographs of products listed in Showcase have been 


side of the unit or through an en- 
try port in the van face. Its 
smooth finish is a gel coat bonded 
to fiberglass and can be ordered 
with special paint variations or 
company logo. The Airgo can be 
easily installed by following the 
instructions which accompany 
each unit. Manufacturer: Fiber- 
Tech, P.O. Box 1793, Kalispell, 
MT 59901. 


Leverage Tools Inc. has intro- 
duced a new series of compact 
locking pliers that adjust to fit 
automatically. The jaws lock on 
any size up to 1 % inch, with a 
strong, no-slip bite. The new 220 
series LeverWrench locking pli- 
ers are available with straight or 


way implies endorsement by either NADA, the NADA Services Corp., or automotive executive magazine. 


A modified engine bearing 
that helps prevent rear main oil 
leaks is available from Michael 
Manufacturing Inc. The new 
bearing design directs excess oil 
pressure away from the rear 
main seal. Manufacturer: Mi- 
chael Manufacturing Inc., 616 
E. Southern Ave., Mesa, AZ 
85204. 


curved jaws. LeverWrench lock- 
ing pliers also feature a smooth 
two-stage quick release for easier 
unlocking with no “snap-back.” 
Manufacturer: Leverage Tools 
Inc., P.O. Box 68, Hastings In- 
dustrial Park, Glenvil, NB 
68941. 


provided via manufacturer's press releases. A product s appearance in this column in no 
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A new digital multi-meter has 
been developed by Owatonna 
Tool Co. to test engine controls, 
instrument clusters, climate con- 
trols, and other electronic sys- 
tems of late-model vehicles. In 
addition to high impedance ohm 
readings, the multi-meter pro- 
vides AC and DC voltage scales 
and diode test scales. It can also 
be used to perform cylinder bal- 
ance tests on General Motors au- 


A new solid-state time switch of- 
fers auto dealers the opportunity 
to manage all their electrical 
energy. The Model S800 allows 
for up to 500 separate on/off oper- 
ations per week. These may be 
distributed as desired over the 
seven days of the week and 
among the eight circuits to pro- 
vide automatic control for all in- 
terior and exterior lighting cir- 
cuits, air conditioning, heating, 
ventilating fans, and other elec- 
trical equipment. Times that in- 
dividual circuits are to be 
switched are set into the unit’s 
memory by pushing buttons on a 
keyboard, similar to that of a 
telephone. Functions can be set 
to the nearest minute, and opera- 
tion of any circuit may be as short 
as one minute. Thus, ventilating 
fans, for example, can be sched- 
uled on for short periods every 
hour rather than running for 
long stretches, to conserve 
energy while maintaining the 
desired air quality. Manufactur- 
er: TORK, One Grove St., Mount 
Vernon, NY 10550. 


tomotive diesels. Overload pro- 
tection is provided, along with 
automatic shut-off when the case 
is closed. A 9-volt battery powers 
the unit. Other features of the 
meter include a low-battery indi- 
cator, auto-polarity, push-button 
function switches, protected test 
leads, and alligator clips. Manu- 
facturer: Owatonna Tool Co., 125 
Eisenhower Drive, Owatonna, 
MN 55060 
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Flex-Weld strip welding cur- 
tains feature a tongue-and- 
groove design that requires no 
additional hardware or fastening 
devices. Flex-Weld is manufac- 
tured in 6-, 8-, and 12-inch strips, 
.06- and .08-gauge thick. Noeye 
protection is required outside 
the curtains, which are trans- 
parent for supervision and safe- 
ty. Manufacturer: Johnston En- 
vironmental, 1502 E. Chestnut, 
Santa Ana, CA 92701. 
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INCREASED ‘ 
PROFIT 


AT YOUR FINGERTIPS 


The new Showroom Profit System provides your dealership with a revolutionary method of 
maximizing your Front-End bottom line profits. 


This unique system is the ONLY management tool available today which blends proven 
techniques together to assure increased sales and profits. 


Vehicle Management Finance and Insurance 
Control both new and used inventories Instant, accurate calculation of deals 
Complete factory prices at your fingertips Computer prints all necessary forms 
Reprice vehicles with ease Vehicle moved from stock to set-up service file 
Computer printed window stickers and stock cards Use video screen display to help sell finance and 
Control vehicles from order through sale insurance 


Customer Communication 


Prospect Control fe 
Bi , Stay in touch through computer-prepared mailings 
Eliminate tedious and inaccessible manual systems Rifle shot your contacts using speedy selection 


System tracks effectiveness of your advertising 


ones" capabilities | 
Pinpoint the geographic areas of greatest sales Avoid “orphan owners” by quickly reassigning 
potential in your marketplace salesmen 
Know how many sales you are losing and why Minimize clerical time by using computer to retrieve 


customer information 


IN-HOUSE COMPUTER SYSTEMS 


With CARSWAY, increased showroom profits are at your fingertips! 
Call today for a demonstration or further information. 


Ge as P. O. Box 235 Birmingham, Al. 35201 
Dealer Systems Division (205) 956-7416 

In Canada Call Rick Wysocki 

(604) 270-8936 
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NEW CAR DEALERS HAVE CONTRACTURAL WHOLESALE 
PROTECTION WITH LOCAL CENTERS 
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